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AGRICULTURAL SUBTERMINAL STORAGE FACILITIES 
ACT OF 1979 



FBIDAT, Af BIL 8, 197S 

U.S. Senate, 
Subcommittee on Aqricui.tural Credit 

AND EtJKAL Electrification op the 
CoMMirrEB ON Aqricultdke, Nutrition, and Forestht, 

Washington, D.G. 
The subcommittee met, ipursuant to notice, in room 324, Russell 
Senate Office Building, at 9 a.m., Hon. Edward Zorinsky (diairman 
of the subcommittee) presiding. 

Present ; Senators Zorinsky and McGovem. 

STATEHENT OF HON. EDWARD ZORHTSET, A TT.S. SENATOR 
FROU KEBRASKA 

Senator Zorinsky. The Subcommittee on Agricultural Credit and 
Rural Electricification hearing on the Agricultural Subterminal Stor- 
age Facilities Act of 1979 will come to order. 

We are here this morning to consider legislation which may pro- 
vide a means for grain producers and shippers, and the producers and 
shippers of other bulk agricultural commodities, with the modem 
storage and delivery systems they must have to effectively compete 
in both the domestic and export markets. The bill is S. 261, the Agri- 
cultural Subterminal Storage Facilities Act of 1979, introduced by 
my good friend. Senator McGovem, from South Dakota, 

It seeks to promote the broad application of the successful pioneer 
program developed in Iowa for the location and construction of effi- 
cient transient grain storage and shipping facilities at strategic points, 
on both railroad and highway networks. 

In doing so, the advantages of both rail and trucking modes would 
be utilized to best serve the interests of producers and shippers. 

The implications of this legislation are wide ranging, and in con- 
sidering the bill we must face several important facts. First, much of 
the Nation's rail industry on which our rural economy depends is in 
a state of operational and financial crisis. Second, a large part of our 
grain storage and delivery system consists of small and otherwise in- 
adequate country elevators located in lightly traveled, barely usable 
branch lines. Third, most of the Nation's rail system faces massive 
restructuring to rid itself of redundant and unproductive trackage. 
Fourth, nonviable branch lines now serving many small grain eleva- 
tors will be abandoned in the immediate years ahead, depriving many 
producers of access to their most efficient means of transportation. 
(1) 
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Fifth, the restnicturing will occur within the well-established rail 
industry trend toward lone-haul shipment of bulk commodities on a 
multiple car and unit train basis. And finally, sixth, efforts to improve 
rail transport of bulk agricultural commodities requires conformance 
of this trend. 

The Agricultural Subterminal Storage Facilities Act provides a 
way to help achieve this conformance. It would do so by establishing 
statewide and regional planning and financial assistance programs for 
the location and construction of highly efficient, temporary storage 
facilities for grain and other bulk commodities. These facilities would 
have tJie capacity to load multiple car and unit trains, trucks, and, 
where appropriate, barges. 

For the most part, these subterminals would be located on rail main 
lines and on viable branch lines. Small rural storage facilities capable 
of loading only a few boxcars, and located on light density branch 
lines, would become satellite storage installations feeding into 
subterminals. 

It should be noted that the bill provides not only for new facilities 
but for the improvement of existing facilities which are properly 
located but lack adequate storage and loading capacity. 

I want to stress that the planning and financial assistance provided 
by the bill both depend almost entirely on the initiative of the pro- 
ducers and shippers who would be served by subterminal systems. It 
is they who would request the States to apply for planning grants from 
the USDA. It is they who would have first option to own and operate 
subterminal facilities and to qualify for direct loans and loan guaran- 
tees if they are unable to obtain adequate funds at reasonable cost. 

Existing small storage facility operators are to be given every rea- 
sonable opportunity to participate in the ownership and operation of 
the subterminals. "they could do so as individuals, or in partnership 
with one another, or with producers. The exact form would depend on 
the choices producers and shippers will jointly make to establish the 
^stems, and on the recommendations of subterminal planners. Beyond 
this, existing small storage facilities operators who wish to continue 
independently are to have access, under equitable conditions, to sub- 
terminals so that they, too, can capitalize on the benefits of the total 
system. 

In my estimation, this legislation can go a long way toward assur- 
ing us that our rural transportation system, now in a state of transi- 
tion, will continue to meet the needs of agricultural producers and 
shippers. It could afford producers greater command of their markets, 
and equally important, it gives producers and shippers the capacity 
and flexibility to effectively compete for the best freiglit rate from both 
rails and trucks. Moreover, the legislation takes a far-sighted ap- 
proach to potential problems of our Nation's rural transportation sys- 
tem at a time when deregulation and increased competition are 
becoming priority goals of national transportation policy. 

The legislation anticipates and responds to the inevitable effects of 
that policy, in order to aid the survival of a viable rural transportation 
system for American agriculture. 

At this point in the record I will insert a copy of S. 261 with an 
accompanying staff summary of the legislation. 

[S. 261 and the staff summary follow :] 
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1 That this Act may he cited as the "Agricultural Subterminal 

2 Storage Facilities Act of 1979". 

3 FINDINGS 

4 Sec. 2. The Congress finds and declares — 

5 (1) that an adequate system for the efficient tran- 

6 sient storage and movement of bulk agricultural com- 

7 modities is essential to the overall success of the agri- 

8 cultural industry of the Nation, the development of 

9 rural areas of the Nation, and the economic stability of 

10 the Nation; 

11 (2) that the movement and storage of bulk agri- 

12 cultural commodities has been seriously and repeatedly 

13 impeded by shortages of transient storage facilities, 

14 adequate rail rolling stock, and the deterioration of 

15 many railroad track beds and rural highways through- 

16 out the United States; 

17 (3) that the efficient movement and storage of 

18 bulk agricultural commodities may be achieved and fa- 

19 cilitated by the jouat location at stratepc pomts 

20 throughout the United States of transient storage facil- 

21 ities and multimodal terminal facilities constructed es- 

22 pecially for the efficient shipment and receipt of ign- 

23 cultural commodities; and 

24 (4) that the location of such facilities must be 

25 carefully planned to assure maximum benefits to pro- 
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5 

1 nor of such State or the appropriate agency of such State 

2 makes an application therefor as provided in this section, 

3 (2) The Secretary may also make such grants available 

4 to two or more States acting together to develop a coordi- 

5 nated regional subterminal facilities plan (hereinafter in this 

6 Act referred to as the "regional plan") for such region. 

7 (3) The amount of th^ grant made under this section to 

8 any State, or to any two or more States acting together (as 

9 provided in paragraph (2)), shall be proportionate to the 

10 amount to which such State, or States acting together, would 

11 be entitled for the purpose of implementing an approved 
. 12 State plan or an approved regional plan (as detined in subsec- 

13 tion (d)} under the provisions of section 310B(e)(2) of the 

14 Consolidated Farm and Rural Development Act (7 U.S.C. 

15 1932(e)(2)), except that in no case may the amount of the 

16 grant exceed an amount equal to 80 per centum of the cost of 

17 preparing the State plan or regional plan, as the case 

18 may be. 

19 (4) The State or regional plan shall prescribe in detail 

20 the actions such State or group of States proposes to take in 

21 order (A) to facilitate the efficient movement of bulk agricul- 

22 tural commodities from the points of production within such 

23 State or region to major market or export points, (B) to pro- 

24 vide adequate storage facilities for such commodities between 

25 points of production and market, and {C) to provide adequate 
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1 Such term also means any rail siding, loading, or un- 

2 loading facility which can accommodate unit railroad 

3 trains or multiple car trains of twenty cars or more #nd 

4 other appropriate transportation modes designed for the 

5 transport and storage of bulk agricultural commodities 

6 and production materials. 

7 • (3) The term "bulk agricultural commodity" 

8 ^ means any agricultural commodity that can be trans- 

9 ported in bulk from the farm where produced and can 
10 be temporarily stored in bulk quantities without under- 

. 11 going processing or packaging. Such term also includes 

12 any commodity or product that is used by producers in 

13 the production of agricultural commodities and that can 

14 be stored or shipped in bulk. 

15 STATE AUD EBGIONAL PLANS; PLANNING GBANTS 

16 Sec. 4. {a)(l) The Secretary shall, beginning not more 

17 than 180 days after the date of enactment of this Act, make 

18 financial assistance available to States which make applica- 

19 tion therefore, and which otherwise meets the requirements 

20 of this section, and further requirements developed by the 

21 Secretary for the purpose of assisting such State m the devel- 

22 opment of a subtermiaial facilities plan (hereinafter in this Act 

23 referred to as the "State plan") for such State. Assistance 

24 under this section shall be made avfulable in the form of a 

25 grant. No grant may be made to any State unless the Gover- 
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1 nor of such State or the appropriate agency of such State 

. 2 makes an application therefor as provided in this section. ^ 

3 (2) The Secretary may also make such grants available 

4 to two or more States acting together to develop a coprdi- 

5 nated regional subterminal facilities plan (hereinafter in this 
.6 Act referred to as the "regional plan") for such region, 

7 (3) The amount of th^ grant made under this section to 

8 any State, or to any two or more States acting together (as 

9 provided in paragraph (2)), shall be proportionate to the 
. 10 amount to which such State, or States acting together, would 

n be entitled for the purpose of implementing an approved 

. 12 State plan or an approved regional plan (as detined in subsec- 

13 tion (d)) under the provisions of section 310B(e)(2) of the 

14 Consolidated Farm and Rural Development Act (7 U.S.C. 

15 1932(e)(2)), except that in no case may the amount of the 

16 grant exceed an amount equal to 80 per centum of the cost of 

17 preparing the State plan or regional plan, as the case 

18 may be. 

19 (4) The State or regional plan shaU prescribe in detail 

20 the actions such State or group of States proposes to take in 

21 order (A) to facilitate the efficient movement of bulk agricuU 

22 tural commodities from the points of production within such 

23 State or region to major market or export points, (B) to pro- 

24 vide adequate storage facilities for such commodities between 

25 points of production and market, and (C) to provide adequate 
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1 receiving, storage and loading facilities for any commodity or 

2 product used in the production of agricultural commodities 

3 and that can be stored or shipped in bulk. 

4 (5) The State plan of any State or regional plan of any 

5 group of States shall include the following: 

6 (A) An analysis of the trends in the marketing, 

7 shipping, storage, and production of bulk agricultural 

8 commodities produced in such State or re^on and the 

9 short and long range projections with respect to the 

10 marketing, shipping, storage, and production of such 

1 1 commodities in such State or region. 

12 (B) A determination, on the basis of the analysis 
IS and projections described in clause (A), of the needs of 

14 the State or region for subterminal facilities and a de- 

15 termination of the most efficient locations for and the 

16 handling capacity of such facilities. 

17 (C) A program for the continued use of existing 

18 on-farm storage facilities located within the State or 

19 region and for facilitating the transport of bulk agricul- 

20 tural commodities stored on the farm, either to subter- 

21 minal facilities or directly to market or export points. 

22 (D) An assessment of the impact of subterminal 

23 facilities on small rural storage facilities within the 

24 State or region and a program for the continued use of 

25 such small storage facilities under arrangements which 
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1 ma-ke subterminal facilities available to them on ao 

2 equitable and fair basis. 

3 (E) An evaluation of the various types of nonprof- 

4 it and for proflt ownership arrangementg avulahle with 

5 respect to subterminal facilities that will provide maxi- 
6. mum beneHts for producers of a^cuUural commodities 

7 within the State or region, that will enhance such pro- 

8 ducers' control over the marketing of commodities pro- 

9 duced by them, that will provide reasonable ownership 

10 participation opportunities of subtermmal facilities by 

11 the owners and/ or operators of small rural storage 

12 facilities, and that will otherwise minimize any adverse 

13 impact on existing small rural storage facilities within 

14 the State or region. 

15 (F) An evaluation of the potential benefits of sub- 

16 terminal ownership and leasing arrangements for rail 

17 rolling stock (including locomotives), motor trucks, 

18 barges, and other bulk a^cultural commodity trans- 

19 port equipment that will help achieve maximum bene- 

20 fits from the operation of subterminal facilities wiUiin 

21 the State or region. 

22 (O) Findings regarding the need for, the potential 

23 benefits, of, the estimated cost of, and the possible 

24 methods of financing a State or regional office which 

25 would (i) coordinate the use of freight transportation 
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1 equipment with subterminal shipping requirements, and 

2 (ii) be owned and operated by the subterminal facility 

3 developed in such State or region with assistance 

4 imder this Act. 

5 (H) SpeciHc plans for constructing and impronng 

6 subterminal facilities within such State or region, in- 

7 eluding features of such facilities that will facilitate the 

8 efficient movement of bulk agricultural commodities 

9 from points of production to market or export points, 

10 (b) Any funds made available to a State or region for the 

1 1 purpose of assisting such State or region to develop a State 

12 or regional plan shall be made available on condition that the 

13 appropriate State agency (1) hold public hearings in connec- 

14 tion with the development of such plan, and (2) upon comple- 

15 tion of such plan submit a copy thereof to the Secretary. 

16 (c) No State or region shall be eligible for a grant under 

17 this section unless — 

18 (1) the average annual production of bulk agricul- 

19 tural commodities by such State or region meets mini- 

20 mum levels established by the Secretary tor a period 

21 the Secretary considers appropriate preceding the year 

22 in which application for such grant is made; 

23 (2) the Governor of such State or the Governors 

24 of such States acting together on a regional basis certi- 

25 fies to the Secretary that producers of a^cultural 
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1 commodities have experienced serious storage and 

2 transportation problems within such State or region 

3 during the three years preceding that year in which 

4 application for such grant is made; and 

5 (3) such State or group of States acting together 

6 on a regional basis has established an adequate plan, 

7 as described in section 5(j) of the Department of 

8 Transportation Act (49 U.S.C. 1654), for rail service 

9 in such State or States. 

10 (d) Whenever any State or group of States acting to- 

i 1 gether on a regional basis has submitted a State or regional 

12 plan under this section, the Secretary shall approve such plan 

13 if it meets the conditions specified in this Act and those pre- 

14 scribed in regulations of the Secretary to carry out this Act. 

15 Such a plan when approved by the Secretary shall be known 

16 as an "approved State plan" or an "approved regional plan", 

17 as appropriate. 

18 (e) To carry out the purposes of this section, there are 

19 authorized to be appropriated not to exceed $5,000,000 for 

20 the fiscal year 1980 and for each of the three succeeding 

21 fiscal years. 
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1 LAND UNDER THE CONSOLIDATED FARM AND EUEAL 

2 DEVELOPMENT ACT 

3 Sec. 5. Section 310B of the Consolidated Farm and 

4 Rural Development Act (7 U.S.C. 1932) is amended by 

5 adding at the end thereof a new subsection as follows: 

6 "(e)(1) The Secretary may also make and insure loans 

7 under this section to public, private, or cooperative organiza- 

8 tions organized for proHt or nonproHt, or to individuals for 

9 the purpose of constructing or improving a subterminal 

10 facility in any State if the construction or improvement of 

11 such facility is consistent with the approved State plan or 

12 approved regional plan of such State or re^on. Such loans' 

13 may also be made to purchase rolling stock (including loco- 

14 motives), motor trucks, barges, and other bulk agricultural 

15 commodity transport equipment to be used in conjunction 

16 with the operation of subterminal facilities. 

17 "(2)(A) The total amount of loan authority made availa- 

18 ble for the purpose of this subsection for any fiscal year shall 

19 be allocated by the Secretary among those States that have 

20 approved State plans or approved regional plans. Such, allo- 

21 cation shall be made among such States on the basis of such 

22 formula as the Secretary shall prescribe by regulation, except 

23 that any such formula shall include the following factors: The 

24 total railroad mileage in each such State, the annual produc- 

25 tion of bulk agricultural commodities in each such State, and 
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It 

1' the existing' storage- cspaoity for bidk (^cultural commod' 
2' itie» vritilin eacH'State. liino eventi may the tanount of loaa 

3 authority allocated to any such Stats in- any^ fiscal year be 

4 less'than fui amount equal' to- 1 per' oentura of the total loaft 
5- authority avwltibl^'for'allocationinmiohnsealtyear. 

6 "(B) Any loan autJiority-arailableforuse' in any State itt 

7 any Hacal' year thaf is not utilized by such State sh^ b« 

8 reallocated, to the extent practicable, among other States eli- 
9' gible forthe aseietanoeprovldbdundbr tttisseotion, in accord-* 

10' wice with' the' same formula' devdt^ed. by the Secretary for 

11 the initial allooation of Itian. authority underthis subsection. 

12 "(C) The total railroad mileage; bulk a^cultural com- 
13-moditry' productibnt and' storage' eapacityi within any State 

14 shall' be determined; by ths'Seoretacy in> consultation with the 

15 Ititerstate'GtimmePce-ConnnbGion. 

Id- "(3) Asi used' in> this- subsection; the tenms 'subterminal 

IT facility', 'approved State plan', on 'spprov^ regional plan' 

16 shall have die same meanings asipTOKided^injtheA^^cultural 

19 Subtenninal Storage Facilities' Act of lfi79.. 

20 "(4^ Within one' bundled and. eighty days, after the data. 

21 of enactment of the Agricultural SubtOTminal Storage FaciU- 
22' tie» Act of I'979t the Secretary shall esbabtish- such rules and 

23 regulations as may be necemary to.inlplement the provisions 

24 of and to carry out the purposes of this subsection.". 
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1 NONBBCOONITiaN OF GAIN PEOM SALE OF FACILITY IF 

2 PEOCBBDS ABB BBINVB8TBD IN ANY TEADE OB BUSI- 
S NBSS PBOPBETY 

4 Sec. 6. (a) Section 1033 of the Internal Kevenue Codft' 

5 of 1954 (relating to involuntary conversions) is amended by 

6 redesignating subsections (g) and (h) as (h) and (i), respec- 
? lively, and by inserting after subsection (0 the following new 

8 subsection: 

9 "(g) Cebtain Aqeicultueal Stobage Facilities 

10 Adveesely Impacted Undbe the Agbicultubal Sub- 

11 teeminal Stobage Facilities Act of 1979. — If the 
IS taxpayer sells or exchanges a single purpose agricultural 

13 structure (within the meaning of section 48(a)(1)(D)) used by 

14 the taxpayer during a preceding taxable year ending 24 

15 months or less before the date of sale or exchange by the 

16 taxpayer in his trade or business for the storage of agricul- 

17 tural conunodities, and such sale or exchange is due to the 

18 construction of a subterminai facility (as defined in paragraph 

19 (2) of section. 3 of the Agricultural Subterminai Storage 

20 Facilities Act of 1979) which serves the area previously 
31 served by the taxpayer's structure, then — 

22 "(1) the sale or exchange shall be treated as an 

23 involuntary conversion for purposes of this section, 
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1 "(2) the sale or exchange shall not be considered 

2 a disposition of, or cessation of being section 38 prop- 

3 erty for, such property for purposes of section 47, and 

4 "(3) any other property (including real property) 

5 used by the taxpayer in a trade or business, including 

6 farming, shall be treated as property similar or related 

7 in service or use to the property converted. 

8 For purposes of this subsection, the gain, if any, properly 

9 allocable to the sale or exchange of any building or structure 

10 used in connection with such an agricultural structure, or to 

11 any land on which such structure (and building and other 

12 structure) is located used in connection with the operation of 

13 the agricultural structure, shall be treated the same as gain 

14 from the sale or exchange of the agricultural structure if such 

15 building, structure, or land is sold at the same time as the 

16 agricultural structure."^ 

17 (b) The amendments made by this section shall apply to 

18 taxable years beginning after December 31, 1979. 

O 



S. 261 provides the meana for tbe constmctlon and Improvement of Bnbterml- 
nal storage and shlppinK facUltlee for (1) any agricultural commodity tliat can 
be temporarily stored In bulh quantities wltbout undergoing processing or 
packaging and (2) any commodity or product — that can be stored or sLlpped in 
bull! — used by producers. In the production of agricultural commodities, and 
further provides for planning programs for the location of such facilities on r 
State and regional basis. 

A State, or two or more States acting together, may apply for plannlng^ 
grant funds of up to 80 percent of the cost of developing State or r^onal plans. 
Tbe plans must, among other things, contain an evaluation of the potential 
benefits of sabterminal ownership and lease of rail rolling stock, iucluding 
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locomoUvesi, tracks, barges, and other bulk agricnltuMl CCttSmadlty tntuport 
equipment. For planning grants, there Is anthorized to be appropriated not to 
exceed $6 million for each of tli« flseal years 1880 Uiroush 1983. 

After a State plan la approved, eligible applicants can apply for Ingnred or 
guaranteed loani under a Farmera Home Administration loan proeram estab- 
lished by the blU. * 

Under the hill, small rural storage operations could sell thefr facilities and 
assoeiated real estate and invest the proceeda In a different enterprise wfttout 
baring to pay a capital gains tax. 

Senator Zobinbky. I commend Senator McGoTem for the fine work 
he has performed in developing this bill, and I would ask him at this 
point to provide the soBcommittee with hia comments on this 
legislation. 

SIAIEKENT OF HON. GEORaE UcQOVERN, A U.S. SENATOB 
FROM SOUTH DAKOTA 

Senator McGovern. Thank you veiy much, Mr. Chairman. I have 
a prepared statement that I won't read, but I would like to have it 
made a part of the record.* 

Senator ZoRiNSKT. Without objection. 

Senator McGotern. Mr. Chairman, for the last couple of years our 
'o&ce has been very much concerned about the deteriorating crisis in 
traiisportatiOTi and shipping services. In our part of tlie country, as 
you know, there has been a steady decline in rail service, and more and 
more dependence on the trucking industry to move grain. The result 
of all these actions in rural America has been devastating. 

The trend in rail service in recent years has been away from light- 
density branch lines and the small country elevators. The shippers 
will tell you that if the rails would just provide service in that area 
that it would be profitable. But on closer examination, when you dis- 
cuss the realities of operation of the rail lines, it is pretty convincing, I 
think, that even if they provided unlimited service at the present 
rates, the lines in question would not be profitable. The facts are that 
the carriers cannot afford even the necessary equipment to serve light- 
density lines. 

So. absent any substantial changes in Government or the rail indus- 
try, I think it's fair to say that tl^ agricultural States will experience 
further deterioration of branch line service, and particularly in the 
shipping and processing operations related to it. 

Many of the large grain shipping and processing corporations have 
already perceived these trends and they have begim to consolidate 
their operations on viable rail main lines with subterminal elevator 
shipping and recpiving facilities that are capable of loading imit trains 
and taking advantage of lower rates. 

Under that kind of scenario, the small country elevators that are 
the lifeblood of onr rural commimities could be left stranded on de- 
serted track. 

Althowp^ the Agricultural Subterminal Facilities Act of 1979 — 
and I appreciate your kind words about it, Mr. Chairman — will not re- 

' Se» p. 13 for the prepared 
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eolve all of the problems of agricultural transportation, it can provide 
for the preservation of local control over our shipping and storage 
facilities. 

The act is designed to allow our existing local elevator curators to 
act cooperatively, to take advantage of this trend and ultimately to 
improve the transportation service they receive. 

Let me just say that the bill provides a planning mechanism through 
■wliich the information neceissary for the location and construction of 
subterminal elevators would be made available to area elevators. Based 
on such information, elevators may collectively participate along with 
Government financing, where necessary, to construct subterminal 
facilities. 

I hope it is understood from the outset, Mr. Chairman, that this bill is 
designed to assist and strengthen the rural communities, to strengthen 
the rural elevator institution, to help our farmers and our shippers who 
are out on these branch lines, who are otherwise going to be stranded. 
So, I appreciate your prompt effort, Mr. Chairman, in scheduling this 
hearing, and with your own interest and involvement in this legisla- 
tion. I won't take any further time of the committee at this stage. 

Senator Zorinsky. Thank you very much, Senator McGovem. 

As our first individual to testify, I would like to call upon the Hon- 
orable Daniel O'Neal, the Chairman of the Interstate Commerce Com- 
mission — and welcome back, I should add. 

SIATESEinT OF HON. A. SARIEL O'HEAI^ CHAIBKAIT, IHTEKSTATE. 
COMUEKCE C0UMI8SI0K, ADCOJia&mES ST 30WS UICBA£X» 
CHIEF, SECTION OF fiAHJtOADS 

Mr. O'Neal. Thank you, Mr. Chairman. With me is John Michael, 
who is Chief of our Section of Railroads, and he might be helpful in 
answering some specific questions that you might have regarding rail- 
road operations. 

I appreciate the opportunity to come before the committee and 
testify on this bill. We like this piece of legislation and we think it 
holds great promise in solving some difficult problems that we're in- 
volved with irecjuently. 

The bill provides a mechanism for improving the car supply situa- 
tion by improving car utilization through increased unit train move- 
ments, and by an increased supply of cars. In addition, the bill holds 
promise of increasing both intra- and inter-moda! competition. 

There is no real doubt that the railroads as a whole are a troubled 
industry. The industry's profitability has declined sharply over the last 
several years. Some railroads are overbuilt, unable to maintain their 
track and equipment, and are unable to secure credit to make needed 
improvements. The effects of those problems are often severe. 

As the subcommittee is aware, during the past year the Nation faced 
one of the worst cai' shortages in two decades. Shortages of jumbo 
covered hopper cars and boxcars nnmbered in tlie tens of thousands. 
That is due, in part, to a decrease in the number of railcars. But beyond 
numbers of cars, car shortages are also a result of poor utilization! 

Indeed, equipment utilization goes to the very heart of railroad 
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performance today. Better utilization can result in better service, and 
better service at a lower cost. 

While tlie direct regulatory role in car utilization is limited, the 
Conunission has taken action to encourage better car utilization and to 
promote private car acquisition. For example, during car shortages the 
Commission may and does issue car service orders. Such orders, though 
Jiecessary to help shippers, and frequently particularly shippers that 
^re on branch lines, tliey often run counter to rail management deci- 
sions and may run counter, in fact, to the^ost efficient use of the rail 
system. 

We feel it would be more constructive to improve car service by 
making certain traffic more attractive to the railroads. Consolidation 
of sliipping terminals and the use of unit trains could make previ- 
ously marginal agricultural traffic more desirable and profitable, thus 
improving service. 

The railroads' problems and resulting shipper problems of poor 
or no service will not go away, even if there are significant changes in 
the regulatory system. Some rationalization of the existing system 
seems inevitable. That means line abandonments will continue to be 
sought by the railroads. 

This bill offers an alternative, a very attractive alternative, to the 
traditional line abandonment contest between railroads and shippers. 
Let me now address some of the specifics of the bill. 

First, the bill rect^nizes the efficiency of unit train movements of 
hulk commodities. We believe, by encouraging more unit trains, the 
legislation will help to improve car utilization. 

Second, the bill would encourage subterminal ownership or lease 
of rail rolling stock, including locomotives. These provisions should be 
useful in promoting better car supply and utilization. 

The bill, in addition to encouraging the physical consolidation of 
country elevators, would also permit Siose country elevators remain- 
ing in operation after subterminal development to participate in the 
isubtei-minal's bulk shipments. In this way, the bill could ease the bur- 
den on elevator operators located on lines likely to be abandoned. 
It could also permit more expeditious abandonments by the railroads 
by decreasing the number of protested abandonment applications. 

The Commission, in recent decisions, has been particularly sensi- 
tive. I think, to the effects of its actions on competition. In line with 
this, we note that the effects of this bill may be to offer sliiopers 
access to some additional transportation companies that they didnt 
have access to in the past, thus providing them with some competition 
.that can help their service and perhaps reduce the rates they pay. 

The effects of intramodal rail competition would likely become ap- 
parent during the planning stage envisioned in the bill when it will 
be to the advantage of the terminal planners to coordinate site selec- 
tion with their negotiations for service commitments from alternate 
rail lines. 

Competition betwren railroads and trucks or bprges would also 
likely be enhanced by this legislation. The effect of the bill should be 
to encouraffe the use of contract rates or unit train rates which in some 
onses could be competitive with truck and bai^ rates. And as already 
noted, equally important to intermodal competition could be the im- 
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proved rail service reliability and speed resulting from the greater 
efficiency and improved car utilization associated with contract rate 
and unit train arrangementa. 

At the same time the competition would be enhanced, cooperation be- 
tween modes would also be encouraged, because of that concept in the 
bill which suggests an infermodal approach to the structure and place- 
ment of the subterminal facilities. 

Finally, contract rates are a key element in the type of heavy capi- 
tal investment contemplated by this legislation. The Commission has 
recognized the important savings and benefits to rail transportation 
which can result from the use of contract rates. We can only voice our 
strong encouragement for the use of such rates and indicate our sup- 
port of legislative efforts such as this which would provide further 
incenti\-es for their use. 

In conclusion, let me repeat that change is in store for the railroad 
industry ; and that means changes in store for the users of the railroad 
■system. There will be changes in the way the railroads opei'ate, changes 
in the way they are regulated, and changes in the way they are used. 
This means there could be substantial adjustments that would have to 
1)6 made bv rail users, one way or the other. 

This bill can help make the change much more palatable and much 
more constructive for everybody involved. 

That concludes our short statement, I have a longer statement I 
would like to submit for the record,' 

Senator Zokinsky. Without objection, it will be printed in the 
recoi-d. 

Mr. O'Xe-m., I would be happy to tiy and answer any questions 
which you might have. 
Senator Zorinsky, Thank you. 

I would like to begin the questioning by asking about a $2 million 
fine imposed on ConRail last year for not utilizing grain cars to the 
fullest extent. My question is : Do you think that is really effective, in 
view of the fact the same people that fined ConRail the $2 million are 
the ones who subsidize ConRail for their deficit in operations? 

Mr. O'Neal, We went over that question last year. It is, of course, 
a,n obvious flaw in the whole exercise. Is it a useful enforcement tool 
for the Government to take money out of one pocket while putting it 
into another! 

The purpose of that approach, though, is to direct the attention of 
management to the problem, and while there may be no net flow of 
money to the Grovemment. and maybe the penalty is not as severe and 
meaningful as it might otherwise be, it does force management to pay 
attention to these problems. 

Frequently we have found that problems that come to our attention 
for some reason have not been brought to the attention of people in 
railroad management that have the power and the capacity to make the 
<dianges. This is one way of bringing these matters to their attention. 
We have other ways we use, too. For example, simply contacting 
middle management is used frequently. 



* 8m p. 64 lor tbe prepared statement of Mr. O'Neal. 
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Senator Zorinset. Mr. O'Neal, you mentioned in your statement 
that the establishment of su1:A£rminBls could £u:ilitate moce axpedi- 
tious abandonments. Before we continue, I would like to stress Uiat I 
am not anxious to hasten ahondouments of bcaitch lines 

Mr. O'Neai^ BighL 

Senator Zokinskt [continuing. Nor, I mifht add, do I in anyway 
support the concept of deregulation of the rau industry. Nevertheless, 
if such abandonments are certain, as you point out, then I and my col- 
lea^es from the grain-producing States of the Midwest would beiools 
to sit around like ostriches with our heads in the ground, refusing to 
see and accept the inevitable. Instead, we have got to prepare for it 
and, therefore; ease some of the adverse impacts. 

So the question I am asking you, Mr. O'Neal, is : Do you-CMisider the 
abondonment of many branch lines inevitable, despite the continued 
opposition of the loGaf users ? 

Mr. O'Neal, I think, unfortunately, from the standpoint of the local 
users, that these abandonments are inevitable. The cost of operating 
everything in this country is going up, and Uiat certainly is true as far 
as the railroads are concerned. They are losing more and more traffic 
to other modes of transportation. It is very expensive, and I am sure 
the railroad folks who are here can go into greater detail on that than 
I can. 

But it is expensive and it's difficult for a raili-oad to provide service 
over a branch line, single-car service to just one or two elevators. It 
is not an easy thing to do. Your costs of maintaining a line are much 
greater, many times, than the rewards you are likely to get. Thero are 
all sorts of operational problems that make it less attractive for a 
railroad to provide that kind of ser\'ice. The pressure is on tihem to 
back out of it. 

When we are confronted with these cases. at the Commission, we do 
look at whether they're making money on the line; we do look at the 
impacts on the CfMnmunities and the shippers. But when you look at 
the overall condition of the railroad, it is very difficult for us to impose 
an obligation that is going to cause the railroad to be even further 
away from a profitable state. 

So I guess the short answer is yes, it's inevitable that we're going to 
have more line abandonment cases, and many of those are going to be 
granted. 

Senator Zorinskt, If it is inevitable, then what options are cur- 
rently available to the producers and other users of an abandoned 
line ? In other words, what can the farmers and other shippers who 
dex)end on these branch lines, what can they do to prepare for the — 
as you put it in your prepared statement — abandonment of the rail 
transportation system? 

Mr. O'Neal. Of course, one option available now is a subsidy pro- 
vision, where States and others coiild pick up some of these lines 
and operate them. There isn't that much money available in that 
program. It's an ©xpensi'vB program from the Government's stand- 
point, whether it is local, State, or T"ederal, So while I think it has 
some utility, it is fairly limited. 

That is one reason why we find this piece of legislation much more 
attractive, I think this is the way to consolidate, to make the traffic 
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we're talking nbout here more attractive to the railroads, so that thej 
will really go after it. It is more of a positive approach, I think, 
than we have had before. It is much more positive than line abandon- 
ments, and much more constructive. 

I think it would, be a verjf important additinnal weapon in the 
arsenal Groveniment uses to deal with this kind- of problem. 

SenatoE ZoRUfSKT. You feel tha;t this type of legislation, then, 
would bfl-a viable alternative to abandbmn«it^ i 

Mr. O'Neal. Oh, very much so. 

Senatcw ZoHiNSKT. Thank you. 

Senator MaGovem 1 

S^iator McGov£im. Thaak you, Mr. Chairman, 

Mr. O'Neal, first of all I just want to express my personal apprecia- 
tion to you for the way you handle your responsioilities as Ohairman 
of the ICC. I especially appreciate that you took the time to come out 
to my State to spend a long day in hearings with us. We have been 
conducting hearing? on the rail problem out there, as you know, in 
all parts of the State, from border to border, for the last li^ years. 

I think the rail and shipping problems are soluble. I think if we 
can get more of the positive attitude that you have expressed here 
today, and if that can pervade our efforts throughout the Government, 
there is no reason wliy working with the Department of Transporta- 
tion and the Department of Agriculture, the Congress, the ICC, why 
we can't find an answer to the transportation crisis in agricultural 
America. 

I was disappointed, frankly, that the President didn't ma&e any 
mention of the rail pi'obiem last night. I think when you make a major 
address on the Nation's energy proWems, there is no way to address 
that problem fully without some mention of the role railroads can 
play in resolving the energy problem. It is still the cheapest way to 
move grain and to move bulk commodities. It not only savps energy ; it 
will protect the environment, save resources, and it will strengthen 
our economy. A good, efficient rail and shipping operation will attack 
the two most serious problems before the country today — one is infla- 
tion, and the otJier is energy. And then just thrown in for good meas- 
ure, you protect the environment at the same time. 

So. I am grateful for the positive notion that you.bring to this hear- 
ing today. For whatever time I have left here in the Senate I'm going 
to devote a good share of it to tliis rail problem. I am backed up, for- 
tunately, with a very capable staff person in this area, Eobvn Carpen- 
ter, and we're going to give major attention in trying to find an answer 
to this problem. 

Mr. O-Neal, you say that the legislation that Senator Zorinsky and 
I have introduced should help avoid serious disruptions in rail serv- 
ice, while a rationalization of the rail system occurs, and that it pro- 
vides Assistance to those affected during the transitional stage leading 
to rationalization. 

I rather look on the bill itself.as a tonlin the process of rationaliza- 
tion, at least in the grajn-producine States, and not simplv as a way of 
easing throneh a transitional period. Do you. differ with me on this 
l)oint, or is it just a matter of semantics? 



y Google 



22 

Mr, O'Nkal. Well, I think I can accept that characterization. I 
think it really is part and parcel of the whole process of trying to make 
some sense out oi the rail system, in trying to bring better service to 
the rural shipper and at better prices. 

Senator McGovbrn. I don't want to be repetitive of the questions 
that Senator Zorinsky asked, but I wonder if you could just under- 
score what impact you think the passage of this bill and its implemen- 
tation would have on the future structure of the rail system in the 
Midwest and upper Great Plains States t 

Mr. O'Neal. We have not done a large-scale study of the total im- 
pact that it might have, but we do know there are a lot of very small 
branch lines tlironghout that area of the country, many of which have 
been targeted by the railroads for line abandonment. 

Where this has occurred in the past, where there has been this kind 
of consolidation — I understand there has been a consolidation of some- 
thing like 30 to 1 in many cases. That couid have a tremendous elfeet 
on the capacity of the railroads to provide better service and the ability 
of the shippers to get their commodity to a point where they would 
have available to Qiem better service, multicar rates and that sort 
of thing. 

We haven't done a large-scale study of the whole thing, but I feel 
very confident, and the staff does, too, that this could have a significant 
impact. 

Senator McGovern. I have the same feeling that Senator Zorinsky 
does alKtut branch line abandonment. None of us like to see any part 
of our rail service disappearing. 

But if you assume there's going to be a certain amount of that, is 
it your view that with those Branch line abandonments taking place, 
this bill, if it were in place and in operation, would give the country 
elevator operators a better alternative than would otherwise be the 
case? 

Mr. O'Neal. Absolutely, I think there's no question about it. It gives 
them an option that just is not available and ought to be available. 

Senator McGovern. In discussing the effect of the legislation, you 
raised a point that hadn't occurred to me before, and that I hadn't 
heard anyone say. You said the existence of subterminal facilities es- 
tablished by this legislation would make it conceivable that small 
elevator operators could have a choice of trucking to more than one 
subterminal. 

. Put another way, you're saying the subterminals could give small 
elevators a competitive edge they don't now have in shipping and 
marketing their grain. Do I paraphrase you correctly on that ? 

Mr. O'Neal, That's right. We feel Uiose who are now involved 
with small country elevators would have access in many cases—not 
in every case, for there are certain situations where there is not more 
than one railroad around. But in manv cases it would, we think, pro- 
vide them with some options that they dont have today. 

Senator McGovern. Ton also said that the bill would enhance both 
competition and cooperation between trains and trucks because of the 
intermodal concept of the legislation. 
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I wonder if you could just explain that a little more, as to what 
you had in mind. 

Mr. O'Neal. Well, I think there we are talking about some provi- 
sions in the bill that promote that concept. We are talking about, 
probably, some additional reliance on gathering by truck for shipment 
into the subterminal and movement from the terminal by rail, rather 
than just movement directly and initially by rail. So there would be 
more of a reliance on truck gathering and Imehaul movement by the 
railroads. 

There are many people who, in observing the railroad industry, feel 
that the real future for the rail industry is in, if you will, the whole- 
saling of transportation; that is, the linehaul movements between 
fairly major points, and cooperation with the trucking companies 
that gather the commodities together into a more central place. I think 
that's really what we're talking about in that area. 

Senator McGo\-ern. Mr. O'Neal, there's an impression in our part of 
the country that I'm sure you're more familiar with than any of us, 
but it's a rather widely held impression on the part of farmers and 
shippers, that if the railroads would just provide the right number of 
cars at the proper time, there would be enough business generated or 
the rail lines so that they could operate well and agriculture would bfc 
better off and everything would be fine. 

Can you comment on that impression ? I'm sure you must have heard 
that, Ed, all the time. 

Senator Zorinskt. I certainly do. 

Senator McGo\trn. Time after time, both at public hearings I have 
participated in, and also in talking with farmers and local shippers, 
they say : 

Well, if the railroads wonld just f[et the care out here, on time, and in the right 
numbere. and In decent condition, we could generate eoough bualuesB out here eh> 
thej would make money on these lines, 

Mr. O'Neal. Well, I guess it's a question of which comes first, the- 
chicken or the egg. If the railroads could get the cai-s out there, maybe 
there would be sufficient business. 

We are troubled by the fact that car utilization in the railroad in- 
dustry has gone down in the past several years. It is not a good sign, 
and it has implications for shippers and it also has tremendous impli- 
cations for the railroads themselves, because it means, if they can't get 
better use out of their equipment, they're going to have to buy more 
equipment and the service is going to be worse, and they're going to 
lose more traffic. Those implications are fundamental and very 
imnortant. 

But at least in peak periods, I don't think there is any way under 
the present system, that shippers can get the number of cars they need. 
Maybe they could if the Government were to supply additional cars, 
perhaps in some sort of national fleet that would be held in reserve 
for use during peak periods. But I dont think the Government is 
ready to do that because it's expensive. There is just no way that 
you can expect a private organization like a railroad to keep on hand 
this extra capacity. So for peak periods, I just don't see it happening. 

Last year we had a tremendous car shortage, and we're having prob- 
lems this year as well. This was after a period where there weren't that 
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many shortages. There were some, but they weren't anything like last 
year. 

This kind of approach, the subterminal concept, I think, helps every- 
body, because it will make it easier for the railroads to get more cara 
and it will make it easier for the railroads to get more cars to where 
there is more traffic. It should help the utilization. 

Senator McGovern, Just by way of summanf, a final question. 

Is it fair to say that after studying this le^slatiou as it now stands, 
you would agree that it does help the railroads to provide more effi- 
cient service, dealing with the boxcar problem we ]ust talked about, 
among other things; that it does give the country elevator more op- 
tions than they now have ; that it would help agricultural shipx«rs 
and farmers? In other words the rail shippers and farmers are going 
to be better off if this legislation is implemented ! 

Mr. O'Neal. I think they are all winners if this legislation becomes 
law, yes, sir. 

Senator McGovern. I can't improve on that, Mr. Chairman. Thank 
you very much. 

Senator Zosinbst. Thank you. 

Mr. O'Neal, I would like to ask you a question concerning the fears 
of some of the representatives of the railroads. They have expressed 
some reservations about the possible impact of subterminal develop- 
ment on certain branch lines which they maintain are currently eco- 
nomically viable. 

They apparently feel that a commitment has been made by the rail- 
road to these branch lines, and the establishment of a subterminal in 
this area would threaten the ccmtinued use of the line. 

In your opinion, are those fears justified ? 

Mr. O'Neal. Well, I assume that if the shipper is now satisfied with 
the service he is getting, and the railroad is satisfied with the revenue, 
that there is much less incentive for any of them to become involved in 
this process. 

I have trouble with that fear. I can't imagine why the railroads 
would oppose this approach. 

•Tohn. do you have something you wanted to add ? 

Mr. MiCHAEi.. Well, I think the bill's planning process would have 
, much to do with that aspect of it. 

Mr. O'Neal. That's a good point, 

Mr. MiCHAEi-. The bill provides for this planning, and if that is 
well done, then I think the impact on that aspect of it would be at a 



Senator Zorinsky, Every year we go through a grain car shortage. 
I go through it. and George goes through it. As Easter is about to come 
upon us, so are grain car shortages always about to come upon us as 
a seasonal occurrence. That's why I feel so enthusiastic about George's 
bill. This problem will be here long after you and I are gone, Mr. 
O'Neal, if we don't take some innovative action in an attempt to 
finally resolve the problem that exists. 

We hear annually from the railroads about how many new grain 
cars they are building, in an attempt to beef up, but nobody ever wants 
to talk about how many they retire. Yet, the net difference is the im- 
portant figure. 
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Do you have any figures that verify or substantiate the claim that 
they are increasing the net capacity to haul grain, or that we are slip- 
ping in the other direction ? 

Mr. O'Neal. John t 

Mr. Michael. We're talking about just grain cars i 

Senator Zorinskt, Yes. 

Mr. Michael. TTie total number ai covered hoppers, which is the pre- 
ferred vehicle for grain now, is up somewhat. But the total grain- 
carrying fleet, whiai also includes boxcars in many areas, is not up. 
The total for grain carrying is down somewhat. 

Mr. O'Neal. One of the reasons that I think the country elevators 
don't have more cars available than they once did is because there is 
shrinkage in the traditional boxcar that was used for grain, and thei-e 
are more covered hoppers being used. They are more efficient, more 
revenue per car, so naturally there is a tendency to go for those kinds 
of cars. 

Those cars frequently are not usable on a small branch line. The 
branch line just can't handle that size car. So, that is one impact that 
I think flows from this tendency toward the use of larger cars. 

Senator Zorinshy. Thank you, Mr. O'Neal. Again, I would like to 
compliment you on your testimony, and thank you for your avail- 
ability and your accessibility. At a recent meeting that I had with 
constituents on another subject back in Nebraska I wished you would 
have been at the meeting instead of me. 

However, when I said "Let's call Mr, O'Neal and ask him," the con- 
stitutente were rather astounded that you were so accessible in order 
to answer those questions and to help resolve some of the problems 
that confronted us at that meeting. I want to thank you for that. 

Mr. O'Neal. Thank you. 

Senator Zorinskt. Our next witness is Mr. Ron Schrader, Director, 
Office of Transportation, U.S. Department of Agriculture. 

Mr. Schrader, you may summarize your statement if you wish. It 
still will be included in its entirety in the record,' Proceed as you wish. 

STATEMEHT OF EONALS F. SCHSADEB, DHtECTOB, OXTICE OF 
TRAITSPOETATION, 11.8, DEPARTMEHT OF AGRICTTITrBE, ACCOM- 
PAMIEB BY JAMES LATITH, DEPUTY MEECTOE, AND lEA KATE, 
BUEAL ASSISTANCE SPECIALIST 

Mr. Schrader, Thank you very much, Mr, Chairman, for allowing 
us this opportunity to testify. I did wajit to introduce Jim Lauth, the 
Deputy Director of our new Office of Transportation, and Ira Kaye, 
who IS head of our Rural Assistaiice Unit in the Office of 
Transportation. 

Also with me today are John Bowles and Bob Butler of the Farmers 
Home Administration, since we have discussed some Farmers Home 
programs in this testimony. We thought you might have some ques- 
tions regarding that. 

As I have indicated, we do not support the enactment of S. 261 at 
tills time, because of the premature nature, even though it has been in 

1 See p. 67 lor the prepared stateuent ot Mr, Scbrndrr. 
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effect in several States and certain areasj and we believe it will work 
in other States as well. But the rural advisory task force that I believe 
Senator McGovem and Senator Huddleston from this subcommittee 
were both major sponsoi-s of on that legislation, was initiated last No- 
vember. As a matter of fact, yesterday we completed our second session 
of that rural advisory task force and we are looking into these very 
problems as well as other problems. 

We have 14 members, in addition to the Secretaries of Agriculture 
and Transportation, who are the cochainnen of that task torce, and 
those 14 members represent shippers, railroads, trucklines, barges, and 
the agriculture community in general. 

The purpose of the task force is to make recommendations for deter- 
mining the essential transportation needs of agriculture; to establish 
a national agricultural transportation policy; and to identify the im- 
pediments to a railroad transportation system adequate to meet those 
essential needs. 

While it is clearly recognized that there is a need for improvement 
of subterminal storage and transportation facilities in many parts of 
this country, the Department strongly believes that this is a problem 
which should be considered within the whole context of addressing 
problems and potential solutions relating to agricultural transporta- 
tion needs. 

J might add that Senator McGovern and his staff have given us 
more ideas and more potential solutions than any other singk source 
for use in our task force deliberations, and we appreciate that very 
much. 

Finally, I would just like to indicate that authority does presently 
exist in both the Farmers Home Administration and in the Federal 
Railroad Administi-ation for the availability of funds for either loan 
or grant activities for construction of subterminal facilities. And to 
this extent, it is our view tliat S. 261 would provide some duplication 
of authority which presently exists in these two agencies. Additionally, 
it would require two separate Federal planning processes for the same 
purpose. 

The Federal Railroad Administration also has authority for grants 
to States for rail planning purposes, including projects such as sub- 
terminnl facilities. Funds arc available for these purposes for fiscal 
year 1979. 

I would like to say that we have sei'eral projects in USDA that have 
been funded through the Farmers Home Administration regarding 
branch lines. They, as well as the Federal Railroad Administration at 
DOT. have recentlv signed a memorandum of agreement which allows 
them to use B. & I. funds from the Farmers Home Administration 
for the upgrading and maintenance of rail lines, which would dovetail 
with the 4-R Act moneys that arc available through the Federal Rail- 
road Administratitm. 

Farmers Home expects to provide an increased level of loan activity 
for railroad rehabilitation and rail shipper facility projects during 
fiscal 1979 and subsequent years. The Department of Agriculture has 
funded two demonstration projects, one in Minnesota and one in 
North Carolina, to create and t«st a methodology on how to identify 
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essential branch lines, essential rail lines, and then to provide the 
tools to address those problems. 

Finally, we are working with t^e State of SouUi Dakota today on 
a test of the feasibility of using a traosportation cooperative idea to 
own and operate that part of the Milwaukee line that is facing aban- 
donment. 

Mr. Chairman, that concludes my statement. We would be happy 
to answer any questions you may have. 

Senator ZoRiNSKr. Thank you, Mr. Schrader. 

Mr. Schrader, what was your occupation prior to being Director 
of the Office of Transportation for USDA ! 

Mr. Schrader. I wasn't in USDA, Mr. Chairman. I served as 
administrative assistant to Secretary Bergland in Congress, and then 
as executive director of the locks and dam 26 national committee 
prior to joining USDA. 

Senator Zorinskt. Have you ever had an investment in grain in 
which you lost money every day because you couldn't move it, or have 
it sold but you can't figure out how to get it to the customer t 

Mr. Schrader, No, sir. 

Senator Zorinskt. Would you care to give me your home telephone 
number so that when all these farmers c^l me and ask me about these 
grain cars — I mean, it's easy for you, the Department of Transporta- 
tion and everybody else to take a position opposing trying to find some 
way of resolvmg tnis. And I say to you, that's fine. I am certainly not 
going to try to put you in aposition to chan^ the Department of Agri- 
culture's policy on this specific recommendation. 

So speak against it, and then when you're through, give me the reso- 
lution to the problem. If this isn't the way to go, guarantee me 
that next year we won't be faced with the same shortages. In other 
words, I guess it's awful easy to criticize something that's new, that's 
different, 

I even noticed in the energy bill, after Carl Curtis sat right here a 
year ago, and I sat right down there, being a freshman Senator on this 
committee, and got an amendment on to the farm bill for gasohol 
plants. Four plant loan guarantees were issued, authorized, and not one 
of them deals with corn or wheat surpluses. If we had known that, Carl 
Curtis would have kept his mouth shut and I would have kept my 
mouth shut, and they wouldn't have had that amendment on the bill, 
Because USDA says it was no good. 

Last niirht in his energy message the President of the United States 
says gasohol is so good they're going to make the 4-cent gasoline tax 
exemption permanent for gasohol. Well, that would be great if w« 
could find out where to get gasohol. 

So. you know, I say this is fine, to oppose this bill, but then you tell 
as what to do to resolve the problem. 

Mr. Schrader. Mr, Chairman, I know that you're getting calls be- 
cause the Office of Transportation gets the same kind of calls, concern- 
ing the same kinds of problems. But we are not opposed to the basic 
concept of this bill. We agree with it, but we would like to look at the 
t(rtal picture. 
We also feel that there are moneys available today in the Federal 
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agencies that I mentioned that would be able to provide those studies 
and the construction necessary to take care of what this bill calls for. 

Senator Zorinskt. Well, this is not the first year this haseyer oc- 
curred. You say now you want to do some studies and leokat it. Well, 
■what have we been domg for the last 10 orl5 years, when car shortages 
occur every year i This is the point I'm trying to make. 

Let me give you aperfect example. In November 1'978, (he disirman 
of this committee. Senator Herman Talmadge, received a letter from 
Carol Tucker Foreman promising a continuing flowof information on 
the impact of railcar shortages around the country. To date, no infor- 
mation has been forthcoming-as agreed upon. 

I'm asking you, when can we expect the reports to start? Because 
even when you tell us you're going to do something, we can't get it 
done. In November of last year they promised us an ongoing r^wrt of 
where the boxcars are, 

Mr, ScHRADEB. Well, Mr. Chairman, we were not aware of that re- 
quest. We did not receive the request from Miss Foreman. I will mve 
you my guarantee that you will, as of Monday morning,' receive wiat 
information and a continuing update of that information as we'haTe if. 

By the way, it might be helpful if this committee were able 'to talk 
with the Association of American Railroads to provide our office with 
the necessary car shortage information figures thrtt we "need to not 
only work in our own Officeof Transportation, but to use for the rural 
advisory task force in our deliberations on what kinds 'of reoommen- 
dations we can come up with to work on those problems. We are not 
able to get those figures. We were able to get them up until January 
of this year. 

But. Mr. Chairman, we do have a good deal of information and we 
will provide it to you starting Monday morning. 

Senator Zobinbkt. Tluring the recent snsnension of trading on wheat 
futures there were indications that the Chicago area was experiencing 
a transportation nroblem which could have impacted on the situation. 

The USDA Office of Transportation was asked to furnish informa- 
tion on this situation, and it was never provided. Are you aware of 
why it wasn't provided? 

Mr. ScHRADER, Sir, I'm really not sure why we didn't get that 
information. 

Senator Zorinskt. Could you check into that and let us know on 
that! 

Mr, ScHRADER. Certainly. 

TThe following information was subsequently submitted by Mr. 
Schrader :] 

The attached table ahowg the effecttve dates and the cancflladon daten of 
weather related emharsoes in the ChlcnKO area. Re-riiite order No. 16 Issned by 
the Interstate Commerce Commission diverted rail traffic ronted via 'Chicapo to 
be moved through other east-west gatewavs Buoh as Peoria, Ht, Txinla. «■((■. This 
order was in elTect from January 13. Ifi79. to March 9, lft79. Other than the 
self Imposed etabaritoea by the Indtvidual railroads shown, two Car Service M- 
reetives were issued by the Association of American HallTOads. The first, em- 
banco 71J02, became effective JannarylS. 107J). and was cancelled on .Tannary 23. 
1979. The second, embargo 7004. became effective Jannary 24, 19T9. and was 
canceled Febmary 10, 1979. In botb emhai^oes, It was possible to obtain permits 
&om the dellverlngcarrierfortraffic destined to Chicago. 
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It would be highly speculative to draw the conclusion that a re-ronte order or 
general embargoes could be directly linked to tlie temporary suGpension of trading 
of March wheat futures at tbe Cblcago Board of Trade, thougli the existence of 
the embai^oes may have prevented some deliver; of wheat. 

IKIEKSTATB COUUEBCD COU MISSION 

Re-route Order No. 1ft— Effective January 15, 1&79, cancelled March 9, 1976. 

ConRall — Embargo 6-78— Effective January 15, 1879, all COFC/TOFG 

Traffic originating ; cancelled January 22, 1979, destined or Interlined at Chicago, 

permits. 

AT8F— Embargo l-79~effective January 15, 1979, all COFC traffic 
originating or cancelled March 2, 1979, destined Chicago, permits effective Feb- 
ruary 16, 1979. 

NW — Embargo 3-79 — effective January 15. 1979, all coal traffic destined 
or cancelled March 22, 1979, interlined Chicago. 

CSD '^Embargo 7902— effective January 15, 1979, all traffic consigned to 
Chicago, cancelled January 23, 1976, permits. 

EJE — Embargo 3-79— effective January 19, 1979, all traffic destined to 
CWP4S Railway, cancelled February 6, 1979. 

Belt Ry, Chicago — Embargo 1^79 — effective January 24, 1979, all traf- 
fic destined to industries on the Belt Ry. cancelled February 22, 1979. 

CSD ' — Embargo 7904 — effective January 24, 1979, all traffic consigned to Chi- 
cago, cancelled February 16, 1979, permits. 

CNW— Embargo 10-79— effective January 31, 1679, all COFC traffic destined 
Chicago. 

Belt By, Chicago— Embargo 2-79— effective February 1, 1978, all traffic In 
interchange with Milwaukee, cancelled February 12. 1679. 

CNW— Embargo 13-79— effective February 20. 1879, all traffic consigned to 
specific industries in Chicago, cancelled March 6, 1979. 

Senator Zorinsky. I would defer to my colleague, Senator McGov- 
em, for any questions he has. 

Senator McGrovERN. Mr. Schrader, I wanted to just ask a few ques- 
tions of you, as the top person in transportation at USDA. Let me 
say first of all I am glad tliat you got that office in the Department of 
Agriculture, because as you know so well, transportation is very closely 
tied in with the health of our agricultural economy, 

I just wondered if the Department of Agriculture, and you specifi- 
cally, generally support the goals of this legislation, without getting 
into some of the specific problems that you might see. But do you gen- 
erally think the bill is aimed in the right direction ? 

Mr, Schrader. Senator, I think we do generally support the goals 
of this legislation. But as I indicated in the testimony, we do not sup- 
port the enactment of this le^slation at this time because we feel, even 
though it is a good piece of legislation, it does have considerable merit 
and has worked in a number of areas, specifically in Iowa, southern 
Minnesota, and Illinois, where it is already in place. But we feel, be 
cause it is part of a total picture, along with a number of transporta- 
tion issues that have to be solved, and because the rural transportation 
advisory task force resulting from legislation passed last October has 
]'ust been implemented, we feel this, as well as other innovative ap- 
proaches, should be pulled together in a total picture. 

Senator McGovern. T once worked in the executive branch during 
the early years of the Kennedv administration, and I know that no 
matter how eood an idea is. if the Budfjet Bureau discovers that it's 
aointj to cost a few dollars, sometimes the Department that favors the 
legislation has to come up and testify against it. 



'Car Service Dtrpctlvp IsBued br the AmocIbUoh of American Railroads, 



, Google 



So I don't want to embarrass you about the restrictions that the 
Budget Bureau has you under, but is it not fair to sav that if 0MB 
had failed to discover that there is $5 million in planning money 
involved in this legislation, the Department would have been able to 
come up here today and say it's a good bill ? 

Mr. ScHitADER. Yes, sir. [Laughter.] 

Senator McGovern. I know we have worked closely enough with the 
Department of Transportation and Agriculture, and you are generous 
to give us credit for some of the ideas you are working on. 

It is a fact, isn't it, that the Department of Transportation hadn't 
really considered using the rail planning money for subt«rminal plan- 
ning until this legislation was introduced? 

Mr. Schroder. That's correct, sir, I know of no moneys that had 
been expended for that purpose to date. 

Senator McGovern. There really hasn't been any money spent out 
of the rail planning fund in your budget for subterminal matters, 
has there? 

Mr. ScHRADER. No, sir, at least not in the States of Illinois, Minne- 
sota, and South Dakota, that we're aware of. 

Senator McGovern. I can tell you there hasn't been any in South 
Dakota and there won't be, because we need every dime we can get 
from the Local Rail Service Assistance Act just to save the tracks. 
We have to have every penny of it to try to upgrade our system. The 
tracks are so bad out in our State that we have actually had trains fall 
oflf the track while they were standing still. So there is none of that 
money that is going to be available for planning on subterminal 
facilities. 

Under those circumstances, if you can just separate yourself from 
the Budget Bureau for a moment here, don't you think personally — 
and laying aside what the official testimony of the Department of 
Agriculture is today — don't you feel personally that wo need some 
additional planning money to look at this subterminal problem? I 
realize $5 million is not peanuts. On the other hand, I was just doing 
a little calculation here, and right around the clock, 24 hours a day, 
365 days a year, the Defense Department spends $5 million every 20 
minutes. 

It would seem that over 1 year's time, with shipping, agriculture, 
and transportation as important as it is — after all, moving the Nation's 
food supply is national defense, too. If we get into a war, the capacity 
to move food quickly from coast to coast is going to be just as impor- 
tant as adding a few more missiles. So I would hope that you and 
your colleagues would prevail on the Budget Bureau to look at the 
lararer picture. 

Your testimony indicates we ought to look at the total picture, I 
agree with that. But I think that is one of the merits of this legisla- 
tion, that it forces us to look at the relationship of that farm product 
from the time it leaves the farm, to the country elevator, to the sub- 
terminal, to the eventual point of export or distribution. I think $5 
million in planning money to deal with anything as important as the 
shipment of the Nation's food supply, and the temporary storage of 
that food supply is very important. 
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I don't want to put you on tlie spot here individually, because I 
know very well the pioblenis you're up against. But I would hope the 
Department would make a real effort to lift this 0MB restriction on 
what you really want to do, to face up to an important agricultural and 
shipping problem. 

Mr, ScHRADER, Senator, we do have a number of questions on the 
bill specifically as to how it would affect certain areas. 

For example, in States such as Montana and North Dakota, where 
the production is less per acre, and where the production areas are 
spread out over a much wider area, it may prove that this concept will 
not work. 

Also, there are no multicar rates currently in effect — well, there are 
some in Pierre. But other than in Pierre, S. Dak., there are no multi- 
car rates, and apparently there will not be with this legislation. I am 
not certain that the railroads would Institute multicar rates. 

We don't Imow what the effect of the trucking into the subtemiinals 
will have on the rural roads and bridges. Here, I guess, is where the 
planning—— 

Senator McGoverx, You know, that's the whole point. I don't know 
whether it will work, either. But it would seem that the expenditure 
of $5 million to look at this problem all through the farm belt, and to 
do some careful analysis and planning studies would be well worth $5 
million. My hunch is that the plan will work. I don't know that, but 
that's why you have to have the planning money, and some kind of 
mechanism for the local elevators, to the local shippers, the fanners, 
the farm organizations, the commercial organizations, the banks, other 
groups tliat are interested, some way that they can get together and 
marshal some expertise in the field and make a judgment as to how 
best we can move on it. 

I think it is the uncertainty about how best to structure this effort 
that makes the strongest case for a few dollars in planning money. 
Would you agree with that ? 

Mr. ScHRADER. Yes, sir. 

Senator McGovern. Mr. Chairman, I have no further questions. 

Senator Zorin'Skt. I have a final question, 

Mr, Schrader. if you lose the business in the industry loan program 
to EDA. what happens to your memorandum of understanding? Do 
yon think EDA would be as sensitive to rural transportation needs? 

Mr, Kate, Sir, if I may, the process bv which we got that agreement 
is currently being amended to include EDA. I would feel reasonably 
certain that within a very short time there would be a tripartite agree- 
ment. 

Senator Zorinrkt. Thank yon. 

I think it was last year when we got an additional appropriation — 
through the Senate we asked for $3 and got $5 million on the 
grasshopper problem. From the looks of things right now, there's a 
possibility of another problem, but it is imlikely to be as severe as last 
year. Maybe the grain cars can be as serious as grasshoppers at some 
time. And the money is there. 

I am sure there are dollars in other transportation funding in the De- 
partment of Agriculture. A bill of this merit, that will go some dis- 
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tance in resolving an annual problem that we have with agricultural 
transportation, I think requires all of us to put a little additional effort 
into taking that step toward a permanent solution of the grain car 
problem. It's going to be here, as I said to Mr. O'Neal, after you and 
I are gone, Mr, Schi-ader, and after Bob Bergland is no longer here, if 
we don't take the opportunity to do something about it now. 

Senator McGovem certainly has spent much time in answering that 
phone year after year. I have only been here 2 years, so I've been in the 
process of answering that phone only for 2 years. You get to know the 
3eople with the railroads very personally when you start calling them 
for requests from your constituents about grain cars. 

I know there are other problems confronting us also that need to !» 
resolved, and I think this is an opportune time to start helping the 
farmers of America ship their grain. 

Senator McGovern. Would you yield on that, Mr. Chairman ? 

Senator Zorinskt. Certainly. 

Senator MgGovern. Mr. Chairman, there is no question in my mind 
that Mr. Schrader and his colleagues want to do something about 
this problem. I am wondering if it would be appropriate to ask if 
Mr, Schrader would submit alternative proposals as to how we can 
achieve the objectives within the constraints that the administration is 
operating under, and maybe give them a couple of weeks to come up 
with some alternative ways of achieving the same purjjoses. 

His testimony says they can do some of this under existing authority. 
If they can, it's fine with me. I have no particular pride of authorship 
in the legislation. What I am interested in is results, and if the Depart- 
ment can find a way to do the same thing without additional legislation, 
I would like to see it. 

Senator Zorinskt, Well, the record will be kept open for 2 weeks. 
Would that be sufficient time to come back with your recommendations ? 

Mr, ScHRAOER. We'll do our best, 

[The following information was subsequently submitted by 
Mr, Schrader:] 

m COHSTBUCTION OV 
U.S. DEPARTMENT OF TKANePORTATION 

Section 5 of the Department of Transportation Act provides for comprehensiTe 
rail assistance to States for planninR, rehabilitation, and siibsid.v for local rail 
spFTlee continuation. It Is a Federal-State coat sharing program with the Federal 
share set at 80 percent. 

The fiscal year ]97fl funaing Is $67 million, apportioned by formula to the 
several States. Each State may spend up to 5 percent of its total entitlement 
(S100,000 minimum) for planning purposes and preparation of the required 
State Rail Plan. Total planning money available In fiscal year 1979, including 
carry-over from prior years, is S7.3 million. 

Planning for subterminal facilities is a permissible application of Federal 
rail planning assistance. For example, in South Dakota, where the State Rail 
Plan is presently being revised, snbtermtnal facilities planning is an integral 
part : at least six sites are under consideration bv State planninc officials. Over 
$200,000 in planning assistance has gone to South Dakota; $162,000 is yet 
available out of fiscal year 1S79 allocations. 

Be^nning in fiscal year ISSO the StBt« allocations of Federal fands nnder 
Section ,'> of the DOT Act will shift to favor relatively the midwestem States. 
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The lAKOl Kail Service As^Btance Act of 1878 amended the aUocatton formula 
to base it primarily upon the number of miles of line in each State potentially 
subject to abandonment. This change will have the effect of favoring the Granger 
States, where the threat of abandonment is most ominons, and where the sub- 
terminal concept has the greatest potential application. (Source: Federal Rail' 
road Administration, Office of State Assistance.) 

U.S. DEPAETMENT OP AQMCULTtlHE 

While the DOT programs described above deal primarily with Federal-State 
intergovernmental relations, the programs of the Farmers Home Admlaistra- 
tion (FmHA), USDA, provide direct assistance to the private sector in the 
form of loans and loan guarantees. This statement has been prepared by the 
OlDce ot Transportation, USDA, in consultation with the FmHA, and reflects the 
views of both agencies. 

FmHA is conscious of the Importance of transportation to rural economic and 
coDunnnlty development. In the past it has made both Community Development 
and Business and Industry loans to help rehabilitate rail lines and assist rail 
shippers to utilize rail transport. Since the beginning of the B&I loan prt^^m, 
over $42 million in loan guarantees have been made for transportation and 
transportation related facilities, including farm product warehousing facilities. 

i'mHA has recently entered into a cooperative agreement with the Federal 
Railroad Administration, DOT, to assist in the construction of viable transporta- 
tion facilities, which would include the subterminal facilities defined in S. 261. 
Pursuant to this agreement FmHA has undertaken to emphasize to our State 
offices the need to publicize to likely applicants the eligibility of transportation 
related activities for loans under our programs, including subterminal facilities. 

The increasingly severe rail situation leaves us uncertain as to the universe 
of need for the assistance we can provide. Our loans must be based on sound 
economic analysis and feasibility studies. Under our agreement with FRA, we 
have notified our State offices that such projects are to be Included In the public 
service ifacility category and given appropriate priority. And we do expect to 
provide an Increesed level of loan activity in fiscal year 1979 and subsequent 
years. However, we cannot, in Justice to our total program, provide a realistic 
target goal for loan activity at this time. Rather, we have already talien steps 
with FRA to bring together our State officials and the designated State RaU 
Agencies so that the programs can work together. 

In those states where the subterminal approach seems profitable It Is antic- 
ipated the necessary studies will be conducted using DOT's planning as- 
sistance, with our legislation and policy in mind. Our offices will cooperate in 
developing the aualysis and studies so that they may become the basis for 
loan applications. If tbe number and size of loans exceed our authority, we 
will have sound data on the universe of need. This will be informative to 
the Administration and Congress in setting future levels. 

Since it is possible that the B. & I. prt^ram may be transferred to EDA, we 
are working on an amendment to the FRA agreement which will commit EDA 
or any successor agency to the agreement and to follow through on applications 
on file with FmHA. In this way there should be no delay In providing loan 
assistance. 

Senator Zorinbkt. Thank you, 

Mr. ScHRADER. Thank you very much. 

Senator Zorinsky. I would like to call as a panel Mr. John Ingram, 
the president of the Rock Island Railroad from Chicago, III,, and 
Jens Jensen, the the assistant vice president of market development 
and pricing, the Milwaukee Railroad, Chicago, 111. 

Mr. Ingram, if you wish you may summarize your prepared text, or 
read it in full. Regardless, your statement will be included in the rec- 
ord in its entirety, and likewise for Mr, Jensen.^ 
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STATEMENT 07 JOHK W. INORAU, PBESISENT, CHICAGO, 
SOCK ISLAJNS & PACIFIC BAILROAS 

Mr. Ingram, Thank you, Mr. Chairman. I do have some brief re- 
marks I would like to make. 

I want to thank you first of all for inviting nie to testify on S. 261, 
the Agricultural Subterminal and Storage Facilities Act of 1979. 
As the Agriculture Committee is well awai-e, the Chicago, Kock Is- 
land and Pacific — known colloquially and on the sides of our freight 
cars as "the Rock" — is predominantly an agribusiness-oriented rail- 
road. We operate in the Mississippi Valley and to the foothills of 
the Rockies, from Minnesota to the Texas gulf coast. Forty -five percent 
of all agricultural employment and 60 percent of aU farm income in 
the United States is derived from this territory. 

We are deeply involved in the movement of export grain, and we 
are similarly relied upon for the movement of substantial amounts 
of fertilizer and other agricultural chemicals and fuels into farm coun- 
try from the gulf coast. 

I mention these points because "The Rock" is acutely aware of the 
difficulties inherent in providing transportation, at a profit, for com- 
modities that are produced ubiquitously, and which, at the outset of 
their trips to market, are marshaled over a network of branch lines 
that, one, involve relatively light densities of traffic, and two, are al- 
most exclusively agricultural lines. 

I think this is an important distinction that must be realized in 
Washington. The Federal Establishment learned a good bit about cer- 
tain railroad problems in the industrial Northeast in recent years 
during the collapse of the Penn Central and the birth of ConRail. 
There are now a number of Government rail analysts who are quite 
expert at the analysis of city-centered transport, the kind that they 
have in the Northeast, as opposed to the ubiquitous disciplines that 
must be utilized in farm territo^. 

Consequently, there is a healthy measure of expertise here regarding 
the movement of, say, steel from Pittsbui^h to Detroit, or people from 
Boston to Washington. I regret to say that the rail problems in the 
Midwest have not yet received the intense scrutiny given to the North- 
east situation a few years ago, and, of course, the Northeast problem 
is not the same as the Northwest problem. 

While tentative starts are being made, there is no concerted effort 
to find out how best to serve relatively light-density farm territory. 
Rather, the bulk of the analysis done so far seems to rely on the pre- 
cept that rail service simply cannot be expected to earn its way gather- 
ing freight at the extremities of its tracks, and that someone else, 
specificallv trucks, will have to bring agricultural commodities to cen- 
tral collection points where rail can then be used only for heavy- 
density, unit-train-tvpe operations. 

That is not entirely fallacious if nothing else changes. That is prob- 
ably what we will come to. And there will he an added cost to farmers. 
Our shinpers estimate that they incur additional costs of about 5 rents 
per bushel tor everv 10 miles of truck transport they are required 
to use to get to an adequate railhead. 
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S. 261, however, can take us in the direction of altering this less- 
than-happy prospect. Of course, I would be less than honest if I testi- 
fied that this bill by itself will meet the needs of mid-America's 
agribusiness. It can, but probably only if a number of changes that 
cannot be legislated are brought about by the railroads themselves. 

S. 261 calls for access to financing for the construction of transient 
storage facilities and multimodal terminal facilities that would en- 
hance the efficient receipt and shipment of agricultural commodities. 
This calls for the ability to handle and load at least 20 cars, or roughly 
2,000 tons of grain. 

The legislation would further provide for loans that would cover 
the loDg-term lease or purchase of rail rolling stock, including loco- 
motives. We think this is a very good idea, for the simple reason tliat 
sometimes the financing of equipment necessary and the type of equip- 
ment necessary to operate on oranch lines is somewhat difficult because 
it is not standard equipment. Any time you get into nonstandard 
equipment, financing becomes a difficult situation, not impossible, 
surety, but difficult. 

Most importantly, the legislation very properly mandates a full 
measure of local and region^ planning, and frankly, I don't think we 
need Washington telling mid-America precisely where transient stor- 
age and multimodal terminal facilities shall be located. So it seems to 
me a very good idea that this planning is at the local level. 

The bill should not, and does not, create intraregional competition 
for long-established local businesses. Indeed, it encourages them to up- 
grade and improve, which again I think is a very good idea. 

Mr. Chairman, let me interject here that in preparing the testimony 
I had the advantage of working with what I understand to be some 
recent revisions in S. 261 which have been suggested by the staff. This 
update, I am glad to say, emphasizes the need for thorough regional 
planning, and I think it is vital that all interests be involved in plan- 
ning. I am especially pleased with the concept of the Plan Review 
Commission as described in section 4(b) of the staff revision. 

If I could make one suggestion regarding the review commissions, 
it might be helpful to require in their membership the carrier or car- 
riers that will serve the new subterminal. And while the phrase "and 
other interested individuals" would conceivably cover this, it gives no 
assurance of carrier participation. I think involvement of the carrier 
or carriers would be essential for the success of the operation. 

I have one other minor point regarding section 4(b) of the staff 
draft, I bring it up because the matter of local planning is paramount. 
Would there be a plan review commission for each State or each re- 
gion, or would there be separate commissions for each project? I bring 
that up only because of our experience with the State of Iowa branch- 
line rehabilitation program, which has been very successful. In that 
case, there is a separate analytical effort made for each specific project, 
but rather than a review commission in Iowa's case, each proposal for 
upgrading must be agreed to by the State, the railroad, and the ship- 
pers involved. It has worked very well and it has resulted in improve- 
ments that are used, not simply admired. 

There are some concerns that I have heard expressed about the 
capability of railroads moving agricultural commodities effectively, 
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even when the traffic is handed to us on a silver platter. I respectfully 
bcff to differ with these concerns. 

I mentioned earlier that there are a number of institutional and tra- 
ditional aspects to railroading that should change if the gathering of 
grains and other crops is to Ije done effectively in lighter density terri- 
tory. I am talking about how you organize the transportation into 
such a subterminal, "We have done a lot of experimental work along 
these lines using small crews, small trains, and so forth, shuttling bacK 
and forth from the country elevator to subterminal elevator. We find 
that this works. We have done it cooperatively with our unions and 
we are now involved in collective bargaining negotiations with our 
unions to make such experiments permanent. 

I have a pamphlet with me that describes some of the experiments 
we have engaged in, and if you're interested, I would be glad to pro- 
vide it and make it part o£ the record. 

In summary, Mr. Chairman, I would like to applaud both the intent 
and content of the bill. For the agricultural community to liave cost- 
effective transportation and for the railroads to bo able to do that 
which we do best — which is move more than one car at a time — we 
must all accept the necessity of certain change in the way commodities 
first enter the transportation matrix. 

S. 261 is a positive step in the right direction. I think given the safe- 
guards that are built into the bill, we see no danger of unfair competi- 
tion to present elevator operators, no coercion of railroads to 
perpetuate chronic money losers, and a positive step forward in nego- 
tiating that long and sometimes bumpy road from farm to market. 

I want to thank you for the opportunity to be here, and I would be 
glad to respond to any questions. 

Senator ZoRiNSKr, Thank you, Mr. Ingram. We appreciate you tak- 
ing the time to come here, especially since it's difficult to get reserva- 
tions on the airlines. Thank you very much for being here, 

Mr. Jensen, would you like to make a statement, and then we will 
ask you our questions as a panel, 

STATEMENT OF JENS C. JENSEN, ASI^STANT VICE FSESIDENT, 
MAHKET DEVELOPMENT AND PKICING, CHICAGO, MILWAUKEE, 
ST. FA1IL & PACIFIC RAILSOAD 

Mr, Jensen. Yes, sir; I have a prepared statement, and I will read it. 

My name is Jens 'C. Jensen, I am assistant vice president, market 
development and pricing, for the tnistee of the property of the 
Chicago, Milwaukee, St, Paul & Pacific Eailroad, the Milwaukee 
Road. My responsibilities are the pricing and marketing of transpor- 
tation for grain, grain products, and foods. I have held tiiis position 
for the past 6 years, I am honored to have this opportunity to present 
my views to tliis subcommittee. 

The Milwaukee Boad has a deep interest in the proposed legislation, 
the Agricultural Subterminal Facilities Act of 1979. Historically, bulk 
grains — com, wheat, barley, rye, soybeans, sorghum, oats, et cetera — 
have been among the most important commodity groups for which the 
Milwaukee Boad provides transportation services. In 1978, the Mil- 
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waukee Road carried over 5% million tons of bulk grain. This traflSc 
represented some 15 percent of the total tonnage for the year. 

The Milwaukee Road would frtvor any concept that would increase 
the efficiency of rail transportation of bulk agricultural (Mnimodities. 
I believe that the proposed legislation woiild do mucli to enable rail- 
roads to maximize the efficiencies that are inherent in rail 
transportation. 

With some exceptions, sucli as transportation to domestic milling 
facilities, most of the bulk grains handled by the Milwaukee Road 
move from production areas either directly over tlie Milwaukee Road 
to export terminals, via flie Milwaukee to barge facilities on the Mis- 
sissippi, or to interchange iKiints with oHier railroads for final delivery 
to various Gulf ports. 

A sizable pait of this volume originates at smaller country elevators 
and moves under single-car rates. But an increasing portion moves in 
multiple-car shipments and in unit trains from elevators which have 
the capability to load blocks of 2.5, 50, and even 75 care in the time 
allotted under multiple-car rates. In some areas, these large facilities — 
subterminals, if you will — have replaced a number of smaller grain 
elevators. 

I believe that one of tlie most productive ways to maximize the effi- 
ciency of rail transportation is through the use of assigned rail equip- 
ment to move large volumes of a specific commodity on a regular basis 
over n set route, 1 think the success of unit coal and unit grain train 
operations on many railroads, including ours, has amply demon.strated 
this point. 

There are, of course, two central elements in such a transportation 
formula — the ability of the railroad to provide the required equip- 
ment and the ability of the originating facility to accommodate the 
multiple-car movements. 

I have already noted that a large shaie of the hnlk grains carried bj' 
the Milwaukee Road originates at smaller elevators and moves under 
single-car rates. However. I suggest tliot tliis pattern should not be 
taken to mean that the historic pattern of transporting grain is the 
most economical and efficient way to go. Rather, I believe that both 
marketers and transporters of giain are often locked into uneconomic 
and inefficient patterns by the limited storage and loading capability 
of many elevators. 

That the owners and operators of some smaller elevatore are inter- 
ested in finding ways to counter these limitations is shown by the 
success the Milwaukee Road has had in developing rates and services 
that, in effect, allow smaller elevators to obtain the benefits of multi- 
ple-car shipments. Basically, what we have done is to develop rates and 
services that allow several elevators to load the cai-s required for a 
multiple-car movement. We have extended the advantages of multiple- 
car rates to elevators which, due to their physical limitations, would 
not otherwi.=e have been able to participate in such movements. 

What are the advantages of multiple-car rates? For the shipper they 
mean, in most cases, suliitantially lower transpoi-tation costs. But of 
far greater importance, the movement of bulk agricultural commodi- 
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ties in miiltiple-car of unit-train shipments results in a far better 
tumaronnd of equipment, which translates directly into improved 
equipment availability. 

For the nvilroad, the benefits of multiple-car movements are im- 
proved ca,r utilization, which in turn translates into better per-car-day 
iTvenues. MuUiple-cav rates pi-oduce a transportation pattern in which 
everj-ono benefits. 

Many raili-oads art- in the process of discontinuing ser\ ice on non- 
contributing lines and line segments. Many of these lines are located 
in giain-prodncing regions. Most of the rail service on those lines 
follows the historic pattern which I have described as inefficient. 

Would it not be far more efficient and ec'onomical for all parties 
concerned, whei'e the economics are marginal, if a railroad could posi- 
tion blocks of 25, 50, or more cat's at 1 or 2 subterniinal facilities tatlier 
than deliver and then pick up the same number of cars at a much 
larger number of smaller capacity elevators ? 

It is conceivable that the development of such a storage, loading 
and transportation pattern could so improve the economic situation 
that a noneontribnting line could emerge as an essential and viable 
route. 

The subcommittee is aware that the Milwaukee Road is in bank- 
ruptcy reorganization. The trustee has indicated that if reorganization 
is to be possible the Milwaukee nmst sell off or abandon several thou- 
sand miles of its present railroad. The possibility exists that tlie Mil- 
waukeej as an operating company, may have to withdraw from some 
of its historic gi'ain-producing territory. 

But I would point out to the subcommittee that should this be the 
case, the likelihood is quite strong that other operators will be found 
for tliose portions of the Milwaukee's piescnt lines which the Mil- 
waukee cannot continue to operate, if those lines are, indeed, essen- 
tial to the public interest. The efficiencies inherent in the subterminal 
concept would enhance this likelihood. I view the question before the 
subcommittee as one of how to improve the efficiency of rail transpor- 
tation in the overall, rather than one of how to operate to preserve the 
existence of any particular operator. 

The Agricultural Subterminal Facilities Act of 1979 clearly ad- 
dresses the need for the more efficient storage and movement of bulk 
agricultural commodities. The proposed legislation advances the means 
\vhereby large-volume storage and loading facilities could be con- 
structed at strategic locations. The construction of such subterminal 
facilities at points on the Milwaukee Road in areas of heavj^ grain pro- 
duction and shipping will, in my opinion, enhance our ability to im- 
prove service, alleviate car supply problems, and move bulk grain to 
market in the most expeditious and efficient manner. 

Such subterminal facilities can and probably will serve as an induce- 
ment for railroads and shippers to enter into contract rate and serv- 
ice agreements as recently authorized by the Interstate Commerce 
Commission in Ex parte No. 358-5 — change of policy, railroad con- 
tract rates. Such conti'acts can assure adequate car supply and also 
assure the railroad of a continuing and consistent volume of business 
which are the factors needed to produce dramatic improvement in 
transportation efficiency. 
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The Milwaukee Koad fully supports the aaicept of the A^icul- 
tural Subterminal Facilities Act of 1979, The Milwaukee Eoad is also 
ready and willing to work cooperatively with shippers and govern- 
mental bodies to arrange for multiple-car or unit-train concepts that 
will facilitate improvements in the transportation of agricultaral 
products, 

I thank you. 

Senator Zorinsky. Thank you, Mr. Jensen. 

Senator McGovern? 

S^ator McGovBBN. Mr. Ingram, as you know, a major provision of 
this bill is that it provides, as you pointed out in your statement, for 
a comprehensive local planning effort to determine its feasibility and 
how best to structure it. 

In that planning effort, it would seem to me that the railroads would 
play an important role in indicating the terms under which they could 
provide reliable and efficient service, and those requirem^its, in turn, 
could be built into the elements of the plan. 

I wonder if you could just comment on that. 

Mr. Incii-\m. I certainly agree with that concept, Senator. I think 
it's very important that the local people who are actually involved in 
making these facilities work, do the bulk of tlie planning. I think we 
will be much better off in terms of their ultimate success if that 
happens. 

1 think the local operators of elevator facilities, grain companies, 
the railroads, and the people in the States that are very familiar witli 
the local problems, are the best able to do this job. 

We find that in the State of Iowa, where a similar process is gone 
through before branchline rehabilitation is done with State money 
or with shipper money, that tliis kind of a planning effort really pro- 
duces a useful result. 

Second, it is done with very little redtape and very little wasted 
time. Usually you can get together and discuss the economics of the 
project in a day or two and arrive at some decisions and start getting 
something done, rather than liaving a protracted process that some- 
times seems to be part of the Federal Government^ approach to life. 

Senator McGovekn. It is my understanding, Mr. Ingram, that as 
an experienced rail e.\ecutive, you have developed a great deal of en- 
thusiasm for the use of contract rail rates. 

How would the subtenninals lend tliemseh'cs to contract rate agree- 
ments and what would be the possible benefits of that to the farmers, 
the shippers, and to tiie railroads ? 

Mr. Inqilvm. I think the main benefit that could accnio to sub- 
terminal operators and faimei-s that are served Iiy tliose subterminal 
operators is the abilitv to plan ahead and know the transportation 
capacity will be available. 

One of the big difficultly in providing freight cars to agricultural 
commodities is that there is no way a shipper can now go to a rail- 
road and say "yes, I will use the following number of cai-s for the 
next 4 or 5 years." It is unlawful to make such a contract. 

If we can write the kind of contracts that would allow a railroad 
to go to a customer and say, "If you will load this car, 18 times a year 
for the next 5 years, I will acquire it for you,'' tlien I tliink we'll go 
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a long way to eliminating these 'perpetual car shorta^s that do so 
much mischief both within the railroad industry and within the farm 
community. 

It is quite obvious, in all the discussions ahout car shortages, that 
if there are car sliortages — imd we know there have been many— that 
both the railroad and the agricultural intei'ests siifVov, The i-ailroad 
suffers because it doesn't make the money from hauling the freight, 
and the agiiculfural interests suffer because they can't get their com- 
modities to market. ., 

If we could contract for the i)ro\'ision of these facilities over a long 
enough term to interest financial in.stitutions in financing them, then 
I think we could go a long way to sohing these kinds of problems. 

Senator McGovern. Mi\ Jensen, the Milwaukee serves a lot of the 
wheat-producing areas, all the way from Minneapolis to the west 
coast. It is sometimes said that the subterminal concept don't work 
in those upper Great Plains States because of the low-density wheat 
si( nation. 

Wlmt is your answer to that anxiety ? 

Mr. .Tensen. I think it would wort. .sir. I am not so sure — of course, 
low density may be a relative term. 'We have some loading stations up 
there today that load many, many carloads, even though they may 
only be a single-car or 5-car loader. We have many stations that arc 
located close together that do that. 

So, from the railroad's standpoint, I would not consider it a low- 
density type of movement. I believe a snbterminal ariangcment would 
work in that territory. 

Senator McGovkrn. I agree with that, but I just wanted to get that 
on tlie i-ecord from you. 

Mr. Jensf-n. When you talk alH)iit about low density — I don't knoiv 
whether you're talking about bushels per acre or total amount— but 
what wo see develop there certainly is enough on our railroad to 
justify subterminals. 

Senator McGo\i;rn. Thank you very much. 

Senator 5^>rixsky. Mr. Ingram, in your statement you said there is 
no reason to believe that subterminal?. as they arc described in S. 261, 
would pose a competitive threat to small country elevators. 

Could you elaborate on that for us ? 

Mr. Inbram, It has been our expeiiencc that where these things are 
built, witli a good bit of local planning, and a good hit of control in 
their development by the people at the local level, that usually they 
are OM-ned in some cooperative way by the local people, and the IomI 
people share in the profits that can be made through them. 

They are involved in pait of the planning effort; they are involved 
in part of the construction; they are involved in part of the operation. 
I think the important thing to remember about these subtenninals, if 
they are going to work, is that the local people make them work. Quite 
obviously, they should be set up with the proper incentives so that the 
local people can do that. 

I don't look at fheiu as a destructive force. I look at them as an 
opportunity for both the local operators to make money in probably a 
better way than they have before, and for the lailroads serving the 
areas to make money by producing the kind of transportation tliat 
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railroads can produce most efficiently. 1 think everyone benefits frran 
this sort of operation. 

It has not Doen my experience, in seeine this sort of development in 
the State of Iowa, that people at the locallevel suffer at all. 

Senator Zorinskt, Thank you. 

Mr. Jensen, in your statement you indicated that one advantage of 
multiple-car trains is the better turnaround of equipment. Can you 
elaborate on that ? 

Mr. Jensen, Yes; we have set up a number of systems, where we 
have some 25, 50. and 75 car rates. This, unfortunately, is not from the 
State of South Dakota, but in tlie States of Iowa, Minnesota, and a few 
points in South Dakota. Those trains can make turns to the gulf in a 
shorter time than can aingle-car shipments. 

In addition to that, we have gone a step farther and have set up 
some arrangeinents, what we call minigrain trains of 20, 25, or 30 cars, 
operating from points in the States of Iowa and Minnesota to Missis- 
sippi Eiver barge terminals. We have set those up to operate on a 2-day 
turn. In other words, there is one jumbo carload of grain in each cai' 
each day. That is extremely efficient, as you can well understand. 

Senator Zorinskt. Thank you. 

Mr. Ingram, in your opinion, what are the prospects for utilization 
of subterminal concepts in the State of Nebraska i 

Mr. Ingram. AVe serve a small part of Nebraska, especially the lines 
through Lincoln, and we think that elevators such as those in Lincoln 
could oe utilized elsewhere in the State, We don't serve the rest of the 
State of Nebraska, but I don't sec any I'eaKon why the concept shouldn't 
be expanded to cover a greater area. 

Senator Zorixbky. Thank you very much, gentlemen, for 
participating. 

Mr. Ingram. Tliank you. 

Senator Zorinbky. I would like to call upon Prof. Phillip Baumel, 
with the Iowa State University in Ames, Iowa, and Mr. John Harling, 
the president of tlie Omalia Bank for CooperativeSj of Omaha, Nebr. 

Gentlemen, I'd like to institute a 10-minntc limit on opening state- 
ments and remarks. If you feel you want to utilize that time to read 
your statement, fine, or if you wish to condense it and give a summary 
of it, that's fine. It will still be placed in the record as if read in ite 
entirety, whatever you wish. 

STATEHENT OF FBOI'. C. T wtt.t.tp BAUUKL, DEPABTUEXrT OF 
ECONOMICS, IOWA STATE UNITERSITT, AHES, IOWA 

ilr. Baumeu If you will, I will i-ead parts of my statement and 
summarize parts of it.' 

Senator Zorinsky. As you wish. 

Mr, Baumel, For the past decade or more, grain shippers and re- 
ceivers have complained about rail car shortages, locomotive shortages, 
poor condition of branch lines, and slow rail car turnaround times. 
These problems have occurred simultaneously with continued dete- 
rioration of railroad company earnings. 

' See p. TO for Ibe prepared Btaleinent of Mr. Buuniel. 
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At the same time, the amount of ^ain moved off farms to markets 
has increased dramatically. The major increases have been to esport 
ports. Most projections forecast continued increases in grain exports. 

"WTiile a agnificant amount of the increase in export grain has been 
shipped by barge, the amount of grain shipped by rail has also in- 
creased. This increase in rail grain shipments has occurred during a 
period of declining rail car numbers and a shift from the 40-foot 
narrow door boxcar to the 100-ton jumbo covered hopper cars. 

Most observer credit the efficiencies of multiple-car and unit-grain 
train shipments for the growth in rail grain traffic The major reason 
for the increased rail carrying capacity of the multiple-car and unit- 
grain trains is the reduced turnaround times of these shipments, Rec- 
ords from approximately 2,000 cars leased by cooperatives in Iowa in 
1977 and 1978 indicate that turnaround times from central Iowa 
origins to gulf export ports in multiple-car and unit-grain shipments 
are in the neighborhood of one-half the time required for a single-car 
shipment. Five- to ten-day savings are possible and are being achieved 
from central Iowa to Chicago markets. 

In addition to the increased carrying capacity, the multiple-car and 
unit-train tariffs provide for reduced rates for shipping the larger 
volumes. At the current time, at the Ex parte 357-A rate levels, rate 
reductions on 75-car units fi'om central Iowa are in the neighborhood 
of 12 cents a bushel under the single-car rates, and almost 8 cents a 
bushel under single-car rates to Chicago. 

The rate reductions of this magnitude enable the elevator to invest 
in additional siding .-ind load-out capacities to load the larger size ship- 
ments and to pay higher prices to fanners. 

More importantly, the larger sizes of shipments have enabled the 
approximately 120 multiple-car shippers in Iowa to ship more grain 
with less cars than would have been possible before the development 
of the subterminal system. Moreover, these rates have enabled Iowa 
farmers to sell regularly in the world markets, and at the same time 
railroad companies report higher earnings. 

Another major benefit of these rates liave been to provide a viable 
alternative to elevator operators located on branch lines that cannot 
be economically upgraded to handle the 100-ton jumbo hopper cars. 

The Farmers Cooperative Elevator Association at Roland, Iowa, is 
an example of a shipper located on a branch line that has used the 
multiple-car system to successfully adjust to rail abandonment. 

In 1971 Jfche Chicago and Northwestern Transportation Co. informed 
Mr. Vale Peter, manager of the Koland Cooperative, that the railroad 
intended to abandon the Eoland branch line. After fighting the aban- 
donment in court, Mr. Peter came to the realization that even if the 
line were preserved, the rapid reduction in the number of 40- foot box- 
cars would mean that the cooperative would have extreme difficulty 
obtaining any cars to run on the track. 

After a series of information meetings with the cooperative mem- 
bers, the board of directors of the Roland Cooperative voted to build a 
new elevator on the main line 10 miles soutli of Roland. The new facil- 
ity cost $1.2 million, with 400,000 bushels of storage capacity, and rail 
siding for 50 cars, was completed in 1E)T4. In 1976, 380,000 bushels of 
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additional stomge were added, and the siding was expanded to handle 
75 cars. 

Despite a severe drought in 1976 and 1977, and the abandonment of 
the line serving the original Roland elevator, the subterminal has en- 
abled the cooperative to increase grain volume 75 percent over 1974 
levels, and more importantly, to pay 3 to 5 cents per bushel more to 
farmers than nearby elevators. 

Mr. Peter indicated that the Roland elevator and the subterminal 
have both been filled during the harvests. After harvest, most of the 
grain is hauled directly from the farm to the subterminal. 

I have a map in the statement indicating that farmers do not have to 
haul directly to Roland and then the grain is trucked back, I have an 
example of a farmer located 4 miles south of Roland. He must haul 4 
miles if he is to go to Roland, 6 miles if he goes to the subterminal; 
thiis the additional travel tliat he is required to make to deliver to the 
new subterminal is only 2 miles. 

Under the assumption that the farmer must provide transportation 
equipment to go either to Roland or the subterminal, at $1 per g^lon 
gasoline prices, I estimate the additional cost of going 10 miles in a 
smgle-axle truck to be 2 cents per bushel, and in a 450-bushel truck, 
1,4 cents per bushel. 

Mr. Peter indicated that increasing amounts of grain are being 
hauled directly from the farm to the subterminal. He indicated that 
the cost of hauling from the original elevator to the subterminal is 
about 3.5 cents a bushel, and tlie cost of the extra handling is 3 cents. 

The Roland elevator has leased 50 jumbo hopper cars. These cars are 
raatehed with 25 railroad-owned ears to make up the 75-car train. 
While thei-e have been weather-related problems during 1978 and 1979, 
resulting in somewhat slower turnaround times, Mr. Peter indicated 
his cooperative has experienced fewer problems and the cooperative 
has been able to transport significantly larger amounts of grain than 
nearby elevators that are not using the subterminal system, 

Mr. Peter originally indicated that there was some lesistence by co- 
operative members to the idea of discontinuing the fight to preserve 
the branch rail line and to build the subterminal. Now, however, al- 
most all members agree that it was a good move. They agree they must 
accept change in the way grain is transported, just as they have ac- 
cepted change in the way they gi'ow their grain. 

Managers of other grain elevators in Iowa report similar or even 
more successful operations. The railroad companies report higher 
earnings, so the concept is useful to farmers, elevators, and railroad 
companies. 

The subterminal concept is not unique to Iowa. A large number have 
been constructed in Illinois, Indiana, Ohio, and Minnesota. The con- 
cept is just beginning to be utilized in Nebraska, and it seems there is 
great potential for this concept in Nebraska. 

Some members of the grain trade have expressed uncertainty about 
the value of this concept in wheat-producing areas where the density 
of grain production is less than in the corn-soybean producing areas. 
A few multiple-car rates have been published for wheat shipments 
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and a few elevators arc loading multiple-car grain sliipments of 
wheat. 

One of these elevatois is the Pierre Farmers Elevator Association 
at Pierre, S. I)ak. This cooperative spent $150,000 to provide addi- 
tional siding for 25-car shipments for a new elevator located on a main 
line. Mr. Herb Sibson, manager of the cooperntive, reported that his 
cooperative shipped several SJ5-car units of grain in 1978 fi"om the 
Pierre elevator to Duluth and Minneapolis, llie 2.^)-car unit consisted 
of botli railroad-owned cars and cars leased by the Grain Terminal 
Association. 

At the present time the rate reduction from the single-car shipment 
from Pierre to the 25-car shipment is about 6 cents per bushel during 
the harvest season on shipments to Minneapolis and Winona, Minn. 
During the balance of the year, the remainmg 46 weeks, the rate re- 
duction is about 9 cents per bushel. On shipments to Duluth, these rate 
reductions are about 16 and 20 cents per bushel respectively. Ob- 
viously, these reductions are large enough to provide for loading fa- 
cilities on a main line and for additional trucking by farmers to the 
subterminal. 

It is fairly clear that the low density o£ wheat production will not 
support 75-, 100-, or 125-car unit trains from country elevators, but 
25-car shipments are feasible. Thus, the subterminal system does pro- 
vide ui option for elevators threatened with rail line abandonment. 

Most of the discussion of the subterminal system focuses on the 
problems of shipping grain out of grain-producing areas. The same 
concept can be used to receive grain to be fed to livestock and poultry. 
In dairy areas like New York, grain can be received by multiple-car 
shiljments at an elevator, and tlien transshipped to the dairy or poultry 
&nns by truck. Both grain and railroad industries would benefit on 
t^^s type of a system. 

The proposed bill provides for loan guarantees to build subterminals 
and to purchase equipment. It can be argued that cooperatives do not 
need this type of loan guarantees because the Banks for Cooperatives 
have provided loans for these types of investments. The Banks for 
Cooperatives have done an outstanding job of providing financing for 
farmers cooperatives. However, small independent elevator owners do 
not have access to these types of financing. If we wish the small in- 
dependent elevator system to remain a viable part of the grain in- 
dustry, it is important that this type of financing be made available 
to these firms to adjust to rail abandonment and to utilize the effi- 
ciencies of the subterminal system. 

The economics of the subterminal system have been documented for 
the com and soybean producing areas by published studies. These 
studies have established guidelines for investment decisions by local 
and groups of firms. Similar types of analyses are needed in other 
nroas, ana S. 261 would provide the needed guidelines. 

Senator Zorinskt. Thank you, Professor. We appreciate your 
testimony. 

Now, Mr. Harling, you may proceed.' 

' Spp p, 715 for thp preimrpd statpmi'tit of Mr. HBrllnc. 
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STATEMEHT OF JOHN A. HAULING, PEESIDENT, OMAHA BANK 
POR COOPERATIVES, OMAHA, NEBR., ACCOMPANIED BY JAMES 
L. TOPT, VICE PRESIDENT 

Mr. Harlino. Thank you, Mr. Chairman. 

I have brought Jim Toft, one of our vice presidents with me. 

Aa you Imow, the Omaha Bank for Cooperatives is a cooperative 
lending institution that is part of the farmer-owned Farm Credit Sys- 
tem. The bank is headquartered in Omaha, Nebr., and serves the 
States of South Dakota, Nebraska, Wyoming, and Iowa. 

I do appreciate the opportunity to appear before this subcommittee 
to provide information relating to the grain storage and transporta- 
tion problems confronting both producers and shippers. 

The bank has had a considerable amount of experience already in 
financing subterminal facilities. The bank is owned by farmers and 
ranchers. We were created by Congress in 1933 to provide a source of 
credit to farmer-owned businesses which carry on marketing and pur- 
chasing functions for individual farmer owners. Farmers created the 
system to provide credit for agriculture not available from other 
sources. 

We believe very strongly that a system of farmer-owned businesses 
is the foundation for building an environment that will enable the 
family farm to continue as a dominant production unit and a mode of 
life in rural America. In this regard, we have a direct interest in your 
efforts to provide relief from the reoccurring grain marketing and 
transportation problems. 

I give a detailed outline of the situation and conditions as they exist 
in the four States within our district in ray formal testimony, I would 
like to just summarize that. 

In Iowa the subterminal concept is in operation. If anything, that 
State may now have more subterminal s than necessary. 

In Nebraska, on the other hand, as export opportunities expand, and 
production expands, and the west coast markets develop, the subter- 
minal concept that exists in Iowa is moving rapidly into that State. 

Currently there are at least two groups of shippers who are explor- 
ing ways to coordinate their marketing and transportation activities. 
One of these groups is located off the main rail line and will need to 
build a facility. The other group has adequate facilities located i^ong 
the main line but is seeking to coordinate their marketing and trans- 
portation activities. They are going through the planning process 
right now. The financing arrangements will depend on the outcome 
of their economic feasibility studies. 

The South Dakota situation is substantially different than Iowa or 
Nebraska. The western half of South Dakota does not have good access 
to markets. The State is highly dependent on the highway system for 
transportation, since the branch line situation is probably the poorest 
of any of the States that we serve. Despite these obstacles, there are 
some subterminal-type operations in existence today. 

There are a number of factors that must be taken into account to 
evaluate the effect of S. 261. 1 would like to identify those now briefly 
and discuss them later with you if you so desire. 
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First : The unit-ti-ain concept has proven to be the most efficient and 
effective way of moving bulk commodities to market. 

Second : As levels of production increase through irrigation and crop 
improvements, and new markets develop, the subterminal concept 
evolves naturally as it becomes economically feasible. 

Third; Clontinued efforts to provide rail service to every shipper 
can only further aggravate the transportation problem and continue 
to disrupt the orderly marketing of products. Farmers have to absorb 
these higher transportation costs created by maintaining inefficient 
branch lines. 

Fourth : Shippers located along branch lines will continue to resist 
the concept of subterminal shipping, as long as any hope remains for 
the upgrading of their rail. As a result, they delay development of 
alternative transportation methods. 

Fifth : Many farmer-owned shippers have elected to take a positive 
approach to resolving the problem themselves. Several alternatives 
are available. They can formally merge or consolidate, organize a 
separate jointly owned firm, or merely reach a joint operating agree- 
ment and contract with each other for services. 

It is important to point oiit that these joint ventures can include a 
combination of individually owned firms, corporations, cooperatives 
or others. Careful planning is necessary to avoid duplication of facili- 
ties, which creates an additional financial burden that farmers would 
eventually assume. 

A specific example of this exists with the rural electric coopera- 
tives, A generating and transmission cooperative in Iowa is provid- 
ing power to several municipalities in addition to local distnbution 
cooperatives who serve farmers. In addition, there is joint ownership 
of power generating units by cooperatives and public owned power 
companies. 

Sixth : Firms on branch lines will continue an important function 
of receiving grain during the harvest period and feeding the terminal 
after the harvest is over. When they are willing to assume this role 
and discontinue resistance to the subterminal concept, they can again 
become part of the mainstream. We have seen the continued growth 
and expansion of facilities that do not even have rail lines. 

With these points in mind, I think it becomes evident that the only 
orderly way of marketing the farmers' products is through a system 
of cooperation between shippers. During harvest, all facilities will 
receive grain. Once harvest is complete, the subterminal becomes the 
Iietter market because of its strategic location and access to unit rates. 
As the shipping season progresses, farmers will tend to deliver their 
farm stored grain to the subterminal because of higher bids for their 
grain and availability of transportation. 

"When the excess farm stored grain has been delivered to the sub- 
terminal, the snrronndinff elevators on branch lines become the main 
source of supply. They become the feeder units which take np the 
slack and enable the subterminal to ship unit trains on a year-round 
basis. This maximizes the use of railcars and satisfies guaranteed 
minimum shipping requirements. 

This concept works best when all these factors are in place. I think 
most of the facilities are already in place in many parts of onr dis- 
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tri(*. Farmers have demonstrated that they are responsive to eco- 
nomic opportunities and will provide the capital to build facilities 
where they are needed. Sources of credit are available for economically 
feasible projects. I think it is important that all sources of commercial 
credit be exhausted before Government becomes involved in financing. 
Government involvement should only be through a full faith and 
credit guarantee arrangement rather than direct loans. 

We support the provisions of the bill which apply to the develop- 
ment of a plan. The location of existing facilities, coupled with eco- 
nomic feasibility, dictate the final plan. Management, financial 
resources, and condition of the rail lines are contributing factors. The 
Gubtermina] planning is complete in Iowa and is evolving in other 
areas. 

Time is of the essence. Farmers and ranchers have always faced 
adversity of one form or another, and have always met it with determi- 
nation and progressive leadership. This has enabled them to survive 
in a highly competitive world. Fanner producers have demonstrated 
they arc more responsive to change than the other segments of indus- 
try they have to deal with. 

Through cooperatives, farmers currently have less than 10 percent 
of the grain export market. They are working hard to obtain the facili- 
ties and equipment needed to gather grain and deliver it to export 



Cooperatives have facilities and services that are designed for the 
benefit and convenience of the producer. Putting these facilities and 
equipment together have placed a great deal of pressure on coopera- 
tives' financial position. Expanding farmer-owned export facilities 
and transportation equipment will add additional pressure. 

A good example is a recent request from a large subterminal shipper 
for capita] needs over the next 5 years. Their total projected require- 
ments amount to $20 million, of which $8.3 million represents invest- 
ment in transportation equipment. 

The farmer -owners of this subterminal have provided the base capi- 
tal necessary for normal marketing needs. Each year it becomes more 
difficult for them to absorb the cost of providing capital for 
transportation. 

There appears to be an opportunity to design the provisions of 
S. 261 to assist farmers in providing the necessary capital for trans- 

Eortation through loan guarantees. Banks have access to loan funds, 
ut elevators need someone to assume part of the risk because of the 
millions of dollars necessary to acquire transportation and export 
facilities. 

The Farm Credit System has recommended legislation to the Fed- 
eral Farm Credit Board for aid in this export effort. This can be 
accomplished by amending the Farm Credit Act to allow banks for 
Cooperatives to establish financial services that will facilitate the 
international transactions of farmer-owned cooperatives. And well 
I coming to this committee at a later date, Senator, with that 



In summarv, we support the financial assistance for planning where 
subterminal facilities are not already in operation. We also support 
provisions to extend financial assistance for subterminal and export 
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facilities, the purchase of railTOad equipment and other related ex- 
penditures, only through the use of Government guaranteed loan 
programs. 

Should actual Government loans be made, we believe stringent credit 
elsewhere tests should be required and the planning function should 
be utilized to prevent duplication of unneeded facilities and equipment. 

That concludes our bnef review of S. 261. If you have any questions, 
I shall be happy to respond. 

Senator Zorinskt. Thank you, Mr. Harling, 

Professor Baumel, I think a legitimate question to be asked, and one 
certainly that came to my mind in the early preparation of this bill, 
was one that possibly you have had some experience in observing the 
handling of grain in the State of Iowa. 

Are the potential savings accrued through the use of unit trains at 
the subterminal likely to !» offset, or even outweighed, by the increased 
cost Oi trucking grain to the subterminal ? 

Mr. Baumel. On grain that moves directly from the farm to the 
subterminal, if you assume that the farmer must, under all circum- 
stances, provide the transportation equipment, then the only addi- 
tional cost that he incurs to get that grain to the subterminal is a 
variable cost of trucking that grain. TTie variable costs are basically 
fuel, oil, tires, and driver's time. Again, using the data I presented in 
my testimony, even at $1 per gallon fuel for single-axle trucks, or 
tag-axle trucks, the cost ranges from about 1.4 cents to 2 cents per 
bushel to haul 1 bushel an additional 10 miles. 

With the kind of rate reductions that are available on multiple- 
car shipments, there is enough money in those rate reductions to pay 
for that additional trucking, to pay for the upgrading or building 
of facilities, and in most cases have additional money left over to pay 
the farmer higher prices. 

I receive reports on prices paid by grain elevators in Iowa. While 
this is not always the case, the multiple-car shippers generally are 
paying farmers somewhere between 2 to 4 cents a bushel more than 
single-car shippers. I have seen as much as 19 cents a bushel addi- 
tional on soybeans. 

But the key thing is that it does provide significantly increased 
carrying capacity to move the grain out. 

Senator Zorinskt, Thank you. 

The Agricultural Subterminal Storage Facilities Act is primarily 
intended to provide a means for planning and establishing efficient 
temporary storage for grain, but if the subterminal system is to oper- 
ate efficiently over the long run, it also must be able to handle incom- 
ing shipments of fertilizer and other bulk commodities. 

Can you comment briefly on the expei-ience of Iowa in that area? 

Mr. Baumel. We have not had much experience on bacldiauls on 
the multiple-car shipments. Obviously, if we have cars to move grain 
out, we can use those cars to move fertilizer in, and the reduced tum- 
:4round time on f3ie grain shipments, could be used to bring fertilizer 
in. 
. There are some economies of handling grain at these larger sized 
elevators, and certainly this is an efficient and economic way to trans- 
port fertilizer to elevators or fertilizer dealers that have had their rail 
line abandoned. 
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Senator ZoRiNSKT. Thank you. 

Mr. Harling, you assert the country elevators will have and will 
continue to have an important role to play in conjuction with the 
operation of subtemiinals, even when such country elevators are not 
located on branch lines. 

Can you elaborate on that remark more ? 

Mr. PIaklino. Yes ; as I mentioned in my comments, these country 
elevators will become feeder units for the subterminals during the off 
harvest season time, and they will play an important role, particularly 
at harvest time, in i-eceiving the grain directly from the farms. The 
farmer is interested in getting that crop out of the field as rapidly as 
he can, particularly with the increased number of acres that farmers 
are now handling, the high cost of equipment that they have. They 
want to utilize that equipment as efficiently as possible, and they don t 
want to spend, a lot of time waiting in line to ^t their trucks and 
wagons unloaded. So, they are interested in getting that grain out of 
the field into the elevator, into storage, as rapidly as possible, and there- 
fore will use the clasest elevator to them to do that. 

Then those elevators are filled up and that grain goes into stora^ 
until the subterminal unit is in a position to ship that grain, and it 
moves then from the country elevator to the subterminal. 

Senator Zorinsky. Mr. llarling, you said that further expansion of 
the export market is the key to raising farm income while reducing 
our trade deficit. I don't think any truer words were ever spoken, I 
certainly agree with you on that concept. 

How important is the utilization of subterminal concepts to the ef- 
forts of the family-owned farms and farmer cooperatives to increase 
export sales ? 

Mr. Harling. Well, I think we have to look at the entire marketing 
chain and do everything that we can to balance this. Right now we have 
a situation in Iowa that I think can be described as adequate subter- 
minal facilities, but inadequate methods of moving that grain from the 
subterminal to the ultimate consumer, whether that be the domestic 
market or whether it be the expoi-t market. 

We find ourselves in a situation where, even with 100-car unit trains, 
the so-called "Colt 45" concept that runs a shuttle train back and forth 
to the gulf, there is still inadequate port facilities to receive that grain. 
So, you have a funnel with a narrow spout at the end of it, and that 
backs the grain up all the way back to the farmer, and the farmer ulti- 
mately absorbs that cost of carrying the grain in storage, the interest 
that accrues on that, and the storage costs that accrue on that. So, by 
improving that flow of grain all the way through to the export market, 
tlien the former gets that benefit in a higher bid for his grain. 

Senator Zorinskt. You mentioned the subterminal concept is rap- 
idly moving into Nebraska. Can you explain that comment ? 

Mr. Harling, We have had a number of groups of elevators who 
have approached us, and we are working with them in the planning 
process now to either update, modernize their facilities, so that they 
can load unit trains, or to build new facilities to accomplish that same 
purpose. This has been brought about by the improved freight rates 
to the west coast by virtue of unit train rates. 

Senator Zortnsky. Thank you. 

Senator McGovem ? 
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Senator McGovern. Thank you, Mr. Chairman. 

Professor Baiimel, I think of you as the father of the subtermiiial 
grain idea. I think the pioneering work^ou have done on that in Iowa 
speaks for itself. In any event, your testimony at our Sioux Falls hear- 
ing last summer, when the Joint Economic Committee was looking at 
the whole Midwestern rail problem, was the thing that got me seriously 
interested in this possibility. 

It has been said that uie subterminal concept has been fully, or 
almost fully, applied in the M-ain producing States that can use it, but 
the remaining States have lighter density crops and it wouldn't be 
feasible to operate there. 

What do you say to that contention ? 

Mr, Baumel. Well, I go back to the example of the Farmers Ele- 
vator Association at Pierre. Tliey are using the concept, and they are 
one of a few elevators in the wheat area that are using the concept. 

I received data from the Chicago Northwestern on the turnaround 
times on 25-car shipments in 1978, These turnaround times are in the 
neighborhood of 14 days to Minneapolis-Duluth-Sioux City. The Chi- 
cago Northwestern reported about 25 days turnaround times for single- 
car shipments to the same destinations. So, that this concept would 
enable the wheat-producing area to ship twice as much grain with the 
same number of cars. 

I think that if the concept were fully implemented in the wheat- 
producing areas, so that wheat millers and exporting facilities were 
equipped to handle multiple-car shipments, so that more tlian one 
elevator in an area were able to ship 25-car shipments, the railroad 
could put 2 or 3 of these 26-car shipments together and reduce that 
turnaround time further, and increase income to the wheat farmers. 

There are problems associated with implementing this concept. But 
I think the benefits would certainly outweigh the problems that would 
be encountered. 

Mr, Sibson of the Pierre Farmers Cooperative Association said that 
he believes it's the way to go, although he recognizes, of course, that 
there are problems. 

Senator McGovern. We're going to have testimony here very shortly. 
Professor Baumel, from the president of the South Dakota Farmers 
Union, Mr. Radcliffe, who has given a lot of thought to the problem 
of boxcar shortages and other transportation problems that we have in 
our part of the country. He is going to testify that the grain transpor- 
tation prablem centers almost solely on the car shortage problem. 

From your experience, do you think we can alleviate the grain ship- 
ping problems simply by an adequate supply of cars ? 

Mr. Baumei,. My personal opinion is that simply adding additional 
cars to the rail fleet will not solve the grain transportation problem. 
We must be able to move this grain at a cost that will keep us competi- 
tive in world markets. If we have enough cars to meet peak demands, 
we will have cars sitting around 6 or 8 months out of the year, and 
someone must incur the cost of those cars while they're not being used. 

The railroad companies operating in South Dakota certainly can't 
afford to do that, I am not sure the farmers can afford to do that. I 
think if the Government were to assume it, they could spend their 
money much better in developing an efficient system that would benefit 
everyone. 
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No, I don't think the answer is simply adding cars. The answer is 
better utilization of existing equipment. We do need some increased ear 
numbers, no question about that. We need an increased number of 
locomotives ; we need improved main lines so that the trains can move 
rapidly to the ports and to the processors. We need improvements at 
the ports and processors that can be quickly loaded and miloaded. 
Cars then can be used to move the grain on from the processors to the 
consumers, or go back to the elevators to go to the export ports. 

The entire system must be improved, rather than just adding cars. 

Senator McGovern. Mr. Harling, in your testimony you indicated 
that your bank has recommended legislation to allow banks for co- 
operatives to become involved in the financing of export facilities, and 
also to become involved in the international transactions of farmer- 
owned cooperatives. 

Is it your feeling that this legislation now before us, S. 261, could 
be modified to facilitate that kind of need ! 

Mr. Harling. Well, the amendments to the Farm Credit Act will 
include many other things in addition to the export segment of that. 
The proposed legislation will include amendments for the other bank- 
ing groups, tbe Production Credit Associations, and for the land 
banl^. So it is my opinion that we have two separate issues here, 
although the export provision of the Farm Credit amendments com- 
plements what you are attempting to do with this bilL So I think 
thCT're complementary, but pernaps separate. 

Senator McGoverx. I wonder if you would be willing to work with 
this committee on any modifications that you have in mind that you 
think might strengthen the bill. 

Mr. Harling. Yes, we certainly would, and we will. 

Senator McGovern. Thank you, Mr. Chairman. 

Senator Zorinskt. Thank you very much for being with us this 
morning. 

Senator McGovern [presiding]. Our final panel, if they would 
come forward now, includes Mr. Ben Radcliffe, the president of the 
South Dakota Farmers Union; Mr. Chuck Fields, representing tbe 
American Farm Bureau here in Washington; Mr. Andrew Nelson, 
traffic manager of the Grain Terminal Association, St. Paul; and 
Mr. Thomas Feldman, of the West Central Cooi>erative of Iowa. 

Gentlemen, we welcome you to the committee. Senator Zorinsky will 
be back momentarily. Proceed in any way you see fit. 

STATEHENT OF BEIT H. RADCLIFFE, PRESIDENT, SOUTH DAKOTA 
FARMERS Umon, ACCOHFAlinED BT RUBIN JOHNSON, NATIONAL 
FARUERS UNION 

Mr. Kadclitpe. Thank you, Mr. Chairman. 

I have a relatively brief statement that I think I will go through 
here. 

I am president of the South Dakota Farmers Union, and my home 
is in Huron, S. Dak. I am here today to testify on behalf of the 15,000 
family farm and ranch members of the South'Dakota Farmers Union 
and the more than 250,000 farm families who belong to the National 
Farmers Union. 
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Also with me today is Mr. Rubin Johnson, head of the le^lative 
services of the National Farmers Union, who will be willing to respond 
to any questions that you might have for him. 

I would like to congratulate the chairman for scheduling this im- 
portant hearing today, and I would also like to pay special tribute 
to our own senior Senator from South Dakota. For many years now, 
Senator McGovem has been the leading congressional voice pointing 
to the disaster which would be the natural result of continued neglect 
of our national rail system. It is indeed a tragedy that this Nation 
has not joined Senator McGovem's concern and has not seemed to 
care what happened to railroads out in the farm belt. I'm afraid that 
we are now reaping the bitter harvest. 

I cannot place too great an emphasis on the crisis in agricultural 
transportation we are now facing out in South Dakota. As you know, 
the Milwaukee Koad, our State's leading agricultural carrier, is pres- 
ently in the midst of bankruptcy proceedings. Continued service of 
any kind of the Milwaukee now hangs by a slim thread, and we are 
confronted with the potential loss of up to 75 percent of our existing 
rail mileage. Track conditions and service on the Milwaukee line, as 
well as our other leading carrier, the Chicago and Northwestern, are 
appalling. 

Last year, Secretary of Agriculture Bob Bergland declared that 
railcar shortages affecting the Midwest were the "worst in history." 
That was true, but the sad fact is that the situation has since gone 
from bad to worse, 

I would like to take just a minute to relate to you the results of a 
Spot survey of grain elevators in South Dakota conducted by our staff 
earlier this week. While the opinions stated apply specifically to South 
Dakota, I think they are reflective of the overall situation presently 
existing in the farm belt. 

We talked with elevator managers throughout South Dakota, located 
on both branch lines and main lines served by the Milwaukee, the 
Chicago and Northwestern, and the Burlington Northern, And their 
opinion was virtually unanimous that the current railcar shortage is 
the worst we have yet faced. 

I have some extensive notes ^at are really not adequate to present 
for the record, Senator, but I will make them available to your staff. 

Senator McGtovekn. Our hearing record will be open for a couple 
of weeks. 

Mr. RADCLrFTE. Thank you. 

Ronald Alberts, the manager of the Farmers Elevator Co. at Canton, 
S. Dak., said that the elevator has received just two boxcars since the 
be^nning of the year. They usually get from 110 to 130 cars per year. 
The Farmers Cooperative Association at Thunder Hawk. S. Dak., re- 
ports a similar story. During the month of March, they received three 
boxcars, one of which was badly infested with live rats, they said, and 
both of these elevators are located on Milwaukee main lines. 

Elsewhere the story was the same. The Farmers Cooperative elevator 
at Kennebec got seven cars. The Midland Co-op Marketing Aspocia- 
tion has received 28 cars since January 1. The Potter County Grain 
Co. at Gettysburg has had 11 cars. 

Most elevator manajrers have little hope for better sennce in the 
upcoming months. But they have their ordei-s in. The Sonth Dakota 
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IVheat Growers, who operate several elevators in the uorth-central 
part of the State, have ordered 56:i cars. The Pierre Farmers Ele\ator 
Association, a modem, fast-loading facilitii- located on the Chicago 
and Northwestern line, is waiting lor 4-unit trains or about 100 cov- 
ered hopper cars. They're getting virtuallj no cars, and tbeir elevators 
are filled. The elevator at Thunder Hawk has a standing order for 
dOcars. 

Some other managers have just thrown up tbeir hands in disgust. 
Midland elevator manager, Lerov Hunt, told us he lias cut back orders 
to just 25 or 30 cars. Why order cars that wiH probably never be 
supplied! 

The only alternative for grain shipment in South Dakota, and other 
farm States, is trucking. And trucking is not a satisfactory 
replacement. 

To begin with, there simply aren't enough trucks available to meet 
the demand. In addition, diesel fuel shortages now showing up in 
South Dakota and other farm States may further worsen that sit uat ion. 

The elevator managers we talked with also underlined the fact that 
it costs more to ship grain by truck rather than by rail. That's not 
only expensive for the elevators, but it's money out of the pockets of 
farmers, whose prices are already far below paritv levels. Depending 
on the destination, trucking rates are now running anywhere from 
3 cents up to 25 cents more per bushel. 

Studies conducted by Leonard Poth of the University of South 
Dakota Business Research Bureau at Vermillion indicated that sliould 
South Dakota lose its rail system, the anticipated abandcHmient, the 
annual cost to farmers would be at least $30 million per year. And 
that's in today's dollars. It doesen't include inevitable inflation. 

Tliat's were we are right now. It seems clear that unless we can 
make some major changes in our current transportation system, we 
may not be able to meet increased export demands. TVe may not even 
be able to move our production to domestic markets. 

The specific focus of this hearing is the Agricultural Subterminal 
Facilities Act of 1979. As a part of an overall approach to the agri- 
cultural transportation dilemma, this proposal has some definite merit. 
It want to say that we specifically endorse the proposed planning study, 
to see where we need to go. 

We are conceriiod that any construction of subterminals as suggested 
in this bill put special emphasis on ownership by farmer-prod»cer<: 
through their cooperatives. Farmers have spent more than a half 
century building up an effective network of local and regional co- 
operatives. Any program of Federal aid for construction of subter- 
minals should embrace that system. 

At this point I would like to suftj^st that the primary proMem which 
we are confronted with today is not a lack of grain handling facilities ; 
it is a transportation problem. 

As a matter of fact, we now have numerous fncilities ii South 
Dakota that are capable of loading out unit trains. Such facilities are 
located at Lemmon, Thunder Hawk. McLautrhlin, Selbv, two at Aber- 
deen. Groton. Webster. Milbank. Redfield. Huron. Mitchell. Kmerv. 
Maricm, Canton, Watertown, Pierre Brookings, Chamberlain, and 
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Kennebec. These elevators are all located on main lines of either the 
Milwaukee or the Chicago and Northwestern. Other substantial facili- 
ties are currently located on endangered branch lines. 

We are also convinced that even more such elevators would be con- 
structed if local cooperatives and other elevators could be assured of 
adequate railroad service. But, the unfortunate fact is that most of 
the existing elevators with unit train handling capacity simply haven't 
been able to get cars. 

Proposals to build more such facilities have been complicated by 
the clouds of doubt that surround the future of even our main lines. 
One elevator association considered building a fast-loading house at 
Blunt, S. Dak,, on the main Chicago and Northwestern line west to 
Kapid City. They were told by the railroad that it could not guarantee 
the future of tlie line from Miller, S. Dak., to Kapid City. 

It is also important to voice the concerns of shippers who are located 
along or at the ends of branch lines. We recognize that all branch lines 
cannot and will not be preserved. But many of these shippers have 
made substantial and expensive improvements in their facilities, fa- 
cilities that they are not now able to adequately utilize because of 
poor or nonexistent service by the railroads. 

One such example is the Potter County Grain Co. at Gettysbui^, 
S, Dak. Manager Jack Rvman told us that the co-op has a l-million- 
bushel storage capacity, but because of lack of rail service and the 
shortage of more expensive trucks, "we might as well have a 60,000- 
bushel capacity." 

As the Farmers Union sees it, we are faced with a crisis in the move- 
ment of agricultural commodities. Without a doubt, the construction 
of new facilities and expansion of existing facilities may be neces- 
sary, and the addition of low-interest Federal loan funds may be a 
positive step. But the bottom line is transportation. Ultimately ship- 
pers must have a firm contract by the railroads to supply rail cars on 
a dependable basis. There can be no real and effective substitute for 
an energj- efficient and dependable rail network when it comes to mov- 
ing fann commodities to domestic markets and export terminals. Until 
"we deal with that question, there will be no solution. 

We have included the National Fanners Union poUct position on 
transportation adopted at our convention in Kansas City, Mo., last 
March in our statement as additional testimony,^ 

Thank you, Mr, Chairman. 

Senator McGovern, Thank you very much, Mr. Eadcliffe, Your ad- 
ditional material will be filed as a part of the record, 

I might just say, parenthetically, that we got your telegram on the 
diesel fuel allocation crisis in South Dakota and moved on it very 
quickly. I can't foresee the administration not making available 
through the allocation system the additional fuel for niral areas, where 
the planting and processing and movement of the Nation's food sup- 
plies has got to be the No. 1 priority. But I did appreciate the urgency 
of that telegram and the thoroughness with which it identified the 
shortages in our area, 

I will come back to questions momentarily, but we would like tohear 
from the other panel members in order, Mr. Fields represents the 
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American Farm Bureau in Washington, and we would be liappy to 
hear from him. 

STATEMENT OF CHABUS H. FIELDS, ASSISTANT DIEECTOB, 
NATIONAL AFFAIES, AUEBICAN FASH BUKEAU FEDEILATION 

Mr. Fields. Thank you, Senator McCJovem. We are glad to be here 
to represent the more than 3 million family members of tlie i^'arm 
Bureau in the 49 States and Puerto Kico. 

During the next few years the transportation industry in this coun- 
try will face many changes. Most of us have for too long taken our 
food distribution and transportation system for granted, W e are proud 
•oi the fact that we have the most etticient and productive agriculturaJ 
system in the world, as demonstrated by the small share of tiia average 
family's income that goes for food, and we have heard said many times 
that we have the best transportation and marketing system in the 
world. However, the availability, costs, and quality ot transportation 
Are becoming serious limiting factors in our ability to market the 
volume of food and hber needed to satisfy our domestic market and 
«ur growing exports. 

In 1978, the Congress created the rural transportation advisory task 
force, which is charged with the responsibility of conducting an in- 
depth study of the transportation needs of agriculture. But we need not 
wait for the report of this task force to know that much of rural Amer- 
ica, including major agricultuml production areas, is facing a major 
restructuring of the Nation's rail system with the prospective loss of 
jnany thousands of miles of low-density branch lines. 

While every effort should be made to identify those branch lines 
that can be economically viable in the future, and to develop plans to 
rehabilitate them,, we must face the fact that many low-density lines 
will not continue in operation. This means that plans should be devel- 
oped in an orderly fashion to adapt our present marketing system for 
bulk agricultural commodities, particularly grain, to the restructured 
rail system that is about to emerge. 

This adaptation to change on the part of producers and others in 
the agricultural community will not be easy. Some farmers and others 
who have invested millions of dollars in marketing facilities located 
on low-density branch lines face the almost inevitable loss of rail 
service. 

We believe the approach to solving this problem outlined in S. 261 
is commendable and we offer these suggestions that we think will 
improve it. 

Section 4 of the revised draft of the bill provides that the Secretary 
of Agriculture shall make matching grants available to any State or 
combination of States where a Governor or Governors apply for such 
a grant and that no grant shall be approved unless the State or region 
establishes a review commission composed of local producers, elevator 
operators, and other interested individuals. 

The role of tlie review commission would be "to consider the infor- 
mation and analyses developed by the State or region in the develop- 
ment of a subterminal facdity plan and to make recommendations 
regarding the- State or regional plan." The commission would also 
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make recommendations "based on injformation developed in the plan 
for the most efficient location of subterminal facilities." 

We recommend that the role of the review commission be strenjrth- 
ened by requiring the appointment of a commission as the first step 
in ihe planning process. The first job of the commission should be to 
determine wheuier or not there is a need for a planning process and an 
application for a Federal grant. 

The bill should spell out in more detail the makeup of such review 
commissions. The majority of the members of such commissions should 
be representatives of the major producer groups in the State or region 
who are presMitly involved in marketing and transporting bulk agri- 
cultural commodities. The agricultural community involved 'should 
advise the Grovemor aa to whether there is need for the kind of plan- 
ning for subterminal facilities envisioned in this bill. 

"Fne review commission should be free to seek other sources of in- 
formation, rather than relying solely on the information developed by 
the State or regional planning agency. The bill should provide that 
the Secretary ^all make no loan or loan guarantees, as provided in 
section 5, unless the subterminal facilities plan meets with the approval 
of the review commission. 

The bill could be strengthened by requiring that the planning proc- 
ess give due craisideration to the overall transportation system in tlio 
State or region and future plans for the overall system including the 
adequacy of hi^ways and bridges. 

It is important that the bill make it clear that neither the planning 
process for subterminal facilities nor the loans or loan guarantres pro- 
vided in section 5 are to be used to enhance the bargaining power of 
major buyers which already exists due to the small number of major 
buyers and the large number of producers. 

These amendments would make the bill more acceptable fo the agri- 
cultural community by assuring that those most affected by the on- 
going changes in the transportation and marketing system have a 
major role in the planning process and in the development and owner- 
ship of any new fiicilities. 

We appreciate this opportunity to present the Farm Bureau's views.. 
Senator McGovern. Thank you very much for your testimony, Mr. 
Fields. I think some of these suggestions you have made for modifica- 
tions, the committee will want to look at those very carefully. Some of 
them, it seems to me, would strengthen the legislation and we will want 
to look at those with great care. 

Our next witness isMr. Andrew Nelson, the traffic manager for GTA 
in St. Paul, You can proceed as you see fit.* 

STATEMEMT OF AITOEEW T. NELSON, MANAOEE OF TEANSPORTA- 
TION EESEARCH, GRAIN TERMINAL ASSOCIATION, ST. PAUL, 
MINN. 

Mr. Nei*on. GTA, the Grain Terminal Association, also sincerelr 
appreciates this opportunity to be present before this committee. 

We are a regional co-op, owned by 200,OnO farmers and their fami- 
lies. GTA markets grain for 6(10 country elevators in Slinnosota, the 
Dakotas, and Montana, We are major users of rail transportation. Our 
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grain goes to virtually all of the major export or domestic destinations 
in this country, and most certainly, we agree with other witnesses 
that a critical shortage of transportation throughout last year, and 
still continuing this year without any improvement, has unjustly de- 
prived country elevators and farmers of deserved (^portunities to 
market their grain. 

The consequences of this shortage of transportation have been geo- 
graphically very uneven, so that what yoH have from one time to an- 
other, month to month, is discrimination against areas, particularly 
rural areas, particulariy the grain-prodncing States, beeause cars con- 
gest at distances from the country and we don't get them back. 

There is no one simple explanation, we belierve, as to why transporta- 
tion has been scarce. The country is where the car shortage repeatedly 
happens and does the most damage monetarily to those farmers wIk) 
can least afford the problem. 

You have heard other examples, and we can offer you tcku^ if need 
be, in which at locations in the country, week after week after week 
goes by — sometimes months — without any rail cars whatever, and 
sometimes also without any trucks, so that farmers don't necessarily 
join in the congratulations that can be heard on liow much grain this 
country exported last year. It has been an impressive record, but the 
pleasure isn't shared wnen the country elevator doesn't get cars to par- 
ticipate in this success. 

Of course, the causes of the problem are so ver>- diverse. It isn't 
easy to specify in just a few minutes where are tlioy and what are they. 
They change with the weather, with markets, with the condition, the 
physical condition of one railroad, east and west. Sometimes it's mud 
slides, sometimes it is finances, sometimes it's union troubles. There are 
more explaoiations than these to o>ffer. 

We don't feel this is- gcang to be a simple situation, one cause, one 
■effect, one cure. 

Our cooperative has invested very substantially, in terms of our own 
financial strengrt^, in new facilities, more facilities, to ship and handle 
grain, unload it, weigh it, scale it. This has been about $10 million a 
year invested by the Grain Terminal Association, year after year after 
year, the cumulative effect of which amounts to a very commendable 
contribution by our farmer-owners to do everything they can to make 
-transportation more feasible, more practical, faster, and we are con- 
tinuing that effort. 

Tliere are locations of ours in the country now where fanner boards 
of directors have authorized substantial new investments, millions of 
dollars of their own money, out-of-pocket, to build faster elevators. 
Truly, this is the subterminal concept, to get the grain into a good loca- 
cation, handle it fast, and get it out. 

But nevertheless, with those good intentions, and with these per- 
sonal sacrifices on the part of our people, the transportation doeant 
get there where we are ready to ship. 

We are equally prepared for the future, to go on commiting re- 
sources like this for more construction, to meet competition. For 
example, southern Minnesota has 30 elevators capable of shipping unit 
trains. Most of them are farmer owned. And regrettably, with the lack 
of transportation to get the grain out of those houses, one of them has 
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bankruped and another has experienced substantial financial difficul- 
ties tantamount to bankruptcy. So it isn't universally true that bigger 
and faster elevators are going to meet our needs, if there isn't any trans- 
portation. And building them so far hasn't really created more trans- 
portation. We need much more. 

In the same way, committing resources of our cooperative, we have 
assumed very large monetary obligations to lease railcars by the 
hundreds. This was one more action by our farmers to meet the trans-, 
portation shortage. But those hundreds of cars, as expensive as they 
are to lease, are scarcely a drop in the bucket given the enormity of the 
nationwide problem. 

So in conclusion, we do acknowledge that S. 261 very generously 
recognizes this shortage of transportation as a problem of ours. But 
we do respectfully insist that with respect to country subterminals we 
haven't seen a brief for additional financing by Government. We 
think the problem of inadequate transportation is much more exten- 
sive than that, and for the future these cooperatives for whom I'm 
speaking, GTA and our affiliates, our country elevators, will do every- 
thing we can to continue building a grain distribution system that 
meets the needs of our members. We will commit the resources that are 
and will be available to us. 

We are most appreciative of the attention given by this committee 
to the other rather appalling dimensions of this problem. Thank you. 

Senator McGovern. Thank you very much, Mr. Nelson, for your 
testimony. 

Our final witness today is Mr. Tom Feldmann of the West Central 
Cooperative of Iowa. 

STATEMENT OF THOMAS YELDKASS, MASEETING HAVAQEB, 
WEST CEirrEAL COOPERATIVE OP IOWA 

Mr. Feldmann. Thank you, Senator. I will just read part of my 
statement.* 

In our opinion, the basic reasoning behind this bill, S. 261, is to 
secure for producers the best possible price for their grain. To do this, 
every economic efficiency should be used. 

Rail transportation has an inherent economic advantage in movinsr 
large quantities over long distances. The railroad cannot efficiently 
compete with trucks on short- and low- volume shipments. 

While rail transnortation is fuel efficient on large, long movements, 
it is wasteful on short, pmall movements, such as many branch lines 
provide. No Government rule or industry desire ran make light density 
branch rail lines profitable. To continue to be operated, they must be 
pubsidiwd, either by the profitable seements operated by the same com- ■ 
pany, as is now the case, or by the Government. If railroads were al- 
lowed to charge rates high eiiouirh to cover their costs of operating 
and maintaininjr these branch lines, shippers would not pay these 
rates. They could fnick to subterminnls r"ore economicfllly. 

It is our feeling that until railroads are allowed to abandon these un- 
profitable branch lines, or charge enough to cover their costs on these 
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branch lines, we cannot have a healthy, profitable rail system in the 
Midwest. 

- With this in mind, then, the construction of subterminal elevators 
capable of loading large quantities at one time, at well planned loca- 
tions, will enable the transportation cost savings to be returned to 
producers in the form of higher prices for their grain, and still allow 
the railroads to operate profitably. Most Midwest railroads will agree 
that their most profitable grain business is unit trains. 

However, these cost savings can be diluted if too many such facilities 
are built, Tlie cost of building these facilities must be subtracted from 
the transportation cost savings, and duplication in an area or spacing 
too closely will increase this amount that must be subtracted. 

Iowa has achieved a tremendous benefit from the subterminal system 
built over the last 7 years, but the savings would be greater and rail 
transportation moiB reliable if the planning work done by Dr. Baumel 
of Iowa State University had been more closely followed. There have 
been too many subterminals built in Iowa, and farmers have had to 
bear the cost. 

We recognize that nothing is ever perfect, especially in economics, 
but it seems to us that a long-range plan identifying the truly viable 
rail lines and the needed subterminal elevators located on these lines 
can save producers many wasted dollars and increase the prices they 
receive for their grain. For that reason, we believe the bill would l>e 
a definite benefit for farmers. 

Senator McGovern. Thank you very much, Mr. Feldmann. 

Mr. Radcliffe, you stress the point that any program dejiigned to 
encourage location and construction of subterminals should be on the 
basis of cooperative ownership, wherever that is feasible. 

As you know, the bottom line of this legislation is to protect the in- 
terests and to provide benefits for grain producers, and cooperative 
ownership is very much in line with that objective. 

Do you feel the language of the bill ought to be strengthened on the 
point of cooperative participation? 

Mr. KAnciJrFE. Senator, 1 think some of the changes that may have 
been made since the original draft do put the kind of strength that we 
believe should be in the Dill to protect the farmer producer. I think we 
can make a good case in developing a transportation system for agri- 
culture, a good case to insure that that system stays in the hands of 
the farmer producers, who is the person who provides the product and 
who ultimately gets the return yield of the benefit, or the disadvantage. 

So we are pleased that in the bill you are emphasizing the need to 
keep control m the hands of the farmer producers as long as possible 
in moving the product. 

Senator McGovern. You mentioned the number of elevator shipping 
points in South Dakota that would be capable of handling unit trains. 
I know you are well aware that a number of those facilities you men- 
tioned need to be expanded and improved to give them anything like 
subterminal capability. 

I am just wondering if yon are aware of that kind of upgrading 
and improvement that could be done under the authority of this bill, 

Mr. Kadcuffe. Yes, Senator, You are certainly right. 

The number of loading stations that I referred to m my testimony, 
many of these stations need to be upgraded and rebuilt in some cases. 
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Some of them now are not able to load »p the unit trains in a specified 
period of time which is normally; considered appropriate ftir unit 
train loading. They do have the siding to accommodate the number 
of cars, and if the train only comes through once a week. I'm not sure 
it makes that much difference on whether they load out in 48 hours 
or if it takes longer than that. 

But your point is well taken. Most of these stations-that I referred to 
would need to be upgraded and could use the program if it was in 
place. 

Senator McGovern. Mr. Fields, in your testimony you recommend 
the majority of the membership of' the Plan Rpview Commission 
should be representatives of major producers in the State or region en- 
compassed' by the plan. And you also suggest that greater detail be 
provided on the-makeup of the Commission, per se. 

I am wondering if you're concerned, in the way the legislation is 
now drafted, that it doesn't provide that the producers will be ade- 

S lately representative. So if you would want to submit recommended 
langes in the legislation at some point, can you do that ? 

Mr. Fields. I think if we simply provide that a majority of all of 
those planning commissions consist of representatives of producer in- 
terests, that that would satisfy our concern. 

It indicates in the bill the various kinds of representation, without 
an indication of how the makeup would be. That was our major con- 
cern. We think the producer intei-ests should be the majority on those 
commissions. 

Senator McGovehn. Also you advocate that the Secretary of Agri- 
culture should be prohibited from making a direct loan or loan guar- 
antee for subterminal construction unless^it adheres to the plan worked 
out by the Plan Review Commission. 

I take it that, in fact, you want to give the Plan Review Commis- 
sion the final say in order to assure it will adequately serve the pro- 
ducers, as intended under the legislation ?■ 

Mr. Fields. That's exactly right. We know how much slippage can 
occur between South Dakota and AVashington, D.C. We really want 
the major influence on this, the major decisions and so on, to be made 
by this group back lierc, who is going to determine what is needed 
and whether it should be needed and so forth. That's all we want to 
assure. 

Senator McGovern. Mr. Nelson, I know you have had enormous 
experience in the whole matter of subterminal facilities and the move- 
ment of grain. Tour testimony indicates you tend to view this legisla- 
tion primarily as a financing- mechanism for the construction of facili- 
ties of that kind. 

I personally see the centerpiece of this bill as being the planning 
mechanism ; tnat is, the opportunity that it sets up for local interests 
of all kinds, especially the producer and shipper groups, to be involved 
in the planning. Obviously, GT\ has the necessary fimds and re- 
sources to plan their own facilities, but what about these smaller oper- 
ations further out from the main terminal i 

Mr. Xelson. Well, of those 600 country elevators in our organiza- 
tion, I would like to answer you. Senator, that they are in good com- 
munication with ourselves in St, Paul. We try diligently to recom- 
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mend what tbej ongiit to do for their future, to help them with tl>eir 
planning. I think we are going successfully in that directifm. 

We are moet certainly not all wise or all seeing, aod GTA would 
not have sent anybody here today if we felt that we ^oue, by consult- 
ing with our people in the country, oould solve a problem of this 
magnitade. 

I think I am answering you, th&t we do have a plaoning effort in mo- 
tion, and we believe the results have been as adequate as we could make 
them, but we need more transportation. 

Senator McGo^tikx. As I understand the thrust of your testimony — 
and I think it's very helpful to va — the heart of your conoem regardmg^ 
this legislation is that the snbterminals cannot achieve the desired 
success unless the railroads provide more efficient rail service. 

Chairman O'Neal of the Interstate Commerce Commission today 
testified that through a combination of the development of such facili- 
ties, subterminal facilities, and the use of contract rates, many sub- 
terminals will be able to achieve good service levels. 

I am wondering if GTA has entered into any contracts with rail 
carriers to provide such subterminal service, and if so, what the i-esults 
have been. 

Mr. Nei^ox. No, sir, we have not. To my knowledge, there are only 
two such contracts now in existence. 

But let me add, if our carriers are receptive, we are well prepared t* 
transact with them right now. 

Senator McGovern. To move in that direction i 

Mr. Nei^ox. Yes, sir. 

SenatorMcGovERx. Thank you. 

Mr. Feldmann, I just had one question I wanted to direct to you.. 
As I have just said, the heart of S. 261 consists of its planning pro- 
visions, and nothing in the bill mandates that the subterminal plans be 
imposed on the States or regions from which they are drawn. This bill 
won't move anywhere, even if it's passed, except as local interests 
move iL 

Nevertheless, these plans would serve as an extremely valuable guide 
in the development of efficient grain storage and shipping assistance. 

I gather that your own experience in Iowa underscores the need for 
solid planning for the location of snbterminals. I am wondering if 
you could just comment on that, and maybe even going so far as to fell 
us whether you agree with the fact of what I believe to be Mr. Fields'" 
point of view, that you should not move ahead on one of these sub- 
terminals unless it follows the general recommendations of the plan- 
ning group. 

Mr. Feldmann. Yes, Senator, I agree with that. 

The point I made in there is that perhaps Iowa has overbuilt sub- 
terminals. I think we have had some snbterminals built on rail lines- 
that I think are questionable in the long run, where an overall long- 
range planning program could have probably prei-ented that, or per- 
haps could have had these terminals built on lietter and more long-term- 
viable rail lines. 

Our own experience has been that it has increased our ability to pay 
premium prices to our member producers, and it also has increaseJi' 
our ability to perform in the transportation area. 
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I don't mean to imply by that that we have all the transportation- we 
need, or even would like. Bat I do believe that we do a better job of 
transporting grain than we would without the subfcenninal type con- 
cept and the unit train concept. 

Senator McGovern. Well, gentlemen, thank you for your testimony. 

I am just thinking, this is one of the few times I can recall sitting 
through a hearing for 3 hours, where every witness was in general sup- 
port of the bill. We appreciate your testimony. I think it has been an 
excellent hearing this morning. 

The subcommittee is adjourned. 

[Whereupon, at 11 :55 a.m., the subcommittee adjourned, subje<£ 
to call of the Chair.] 
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Statembut or Hon. Gboboi: UcUovern, a U.S. Senator Fbom 8o<;th Dakota 

The purpose of today's hearing goes well beyond the proviatona of the Agri- 
cultural Subterminal Facilities Act. Agriculture transportation in this nation 
has reached a crisis, and by all eBtimates it may well get worse before it gets 
better. No one can argue against the fact that bulk agricultural commodities 
should be moving ijy rail for the long haul. The railroads are potentially the 
most cost and energy effleient means of transport for sueh commodities. 

And yet, the service we receive in the agricultural heartland of this country 
is for the most part, so poor, that it is not unusual today to see huge semi-truck 
operations hauling grain from our region out to the west coast. Observers of 
this deteriorating situation have cited endless reasons for the decline Of agri- 
cultural rail service, from the overbuilding of rail plant at the turn of the 
century, poor rail management, antiquated labor work rules and excessive eco- 
nomic regulation to name a few. Congress, too. is at fanlt, as Members try to 
influence Interstate Commerce Comniisaion action in inefCective car serrice 
. orders which hamper rather than help service. 

Some have called for nationalization of the rail Industry or similar drastic 
measures in hopes that service will somehow improre through Increased govern- 
ment participation. The Conrail experience, to my way of thinking, is strong 
testimony to the problems inherent in such government involvement. 

On the other hand, the Administration has sent to the Congress legislation to 
deregulate the railroads on the assumption that the marlcetplace will be able 
to rationalize a modern and efficient rail system. 

Regardless of actions that ma.v be taken by Congress or the industry in the 
near future, it is now clear that the industry (rend to consolidate plant especially 
in the Midwest, will continne. This la the primary thrust of the carriers' attempts 
to reduce unproQtable service and conserve declining reserves of cash. 

The impact of these actions In rural America are devastating. The trend In 
rail service to agricultural shippers in particular Is moving quickly away from 
light density branchiines and the small country elevator. Shippers say that their 
lines would be profitable if the railroad would only provide the service. Un- 
fortunately. In most cases, if the railroad did provide unlimited service at pres- 
ent rates the lines in question would still he unprofitable. And the facts are that 
the carriers cannot even afford the necessary equipment to serve light denrity 

Therefore, absent any major changes in government or the rail industry, the 
agricultural producing states will experience further deterioration of branch- 
line aervlce and particularly service to small capacity elevators. Many of the 
large grain shipping and processing corporations have already perceived these 
trends and have begun to consolidate their operations on viable rail mainlines 
with subtermlnal elevator shipping and receiving tacilitiea capable of loading 
unit trains and taking advantage of lower rates. 

Under this scenario, the smaller country elevators that are the lifeblood »f 
hundreds of communities throughout' our region could be left stranded on a 
deserted track. Unlike the major corporate shippers, few elevators have the 
flnancial and planning wherewithal to enter into subterminal facility operations. 
Consequently, as this trend continues we could well face the elimination of such 
elevators, and more importantly local control of their operations, as the finan- 
cially well-equipped organizations expand subtermlnal development into our 
region. 

Although the Agricultural Subterminal Facilittea Act of 1979 wlU not resolve 
all of the problems of agricultural transportation— and It cannot atop this trend — 
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It can provide for the preeerration of local control over our shipping and etcHrage 
facilities. 

This Act Is designed to allow our existing local elevator operators acting 
cooperatively, to take advantage of this trend and ultimately to improve the 
transx>ortation service they receive. Specifically, the bill provides a planning 
mechanism through which the information necessary for the location and con- 
struction of subterminal elcvaton would be made available to area elevators. 
Based on aiich information elevators may collectively participate with govern- 
ment financing where necessary to construct subterminal facilities. 

A few cases have already occurred in which facilities have been poorly located 
with inadequate capacity. The high cost of such facilities mandates that we 
minimize the potential for further mistakes of this kind. 

1 believe ail of us here today agree with the thrust of the subterminal concept 
as a step toward better agricultural transportation. However, the movement 
toward sabterminal facility development is not without problems. We cannot 
a^ our local elevators to make additional heavy investments In shipping facili- 
ties without commitments from both rail and motor carriers to provide the 
necessary service. Given the railroads' track record for service, it Is especially 
important that they provide the service and rates required for a successful sub- 
terminal facility operation. For service and rates are the key to efficient sub- 
termluals — which translate directly into better prices for the local producers, our 
ultimate goal. 

Our flrst witness today will be Daniel O'Neal, Chairman of the Interstate 
Commerce Commission followed by Robert Smith. Assistant Secretary, Depart- 
ment of Agriculture. 

We shall then hear from Professor Phil Baumel of Iowa .State Dnlversity and 
John Harling, President of the Omaha Bank for Cooperatives, to be followed by 
a number of representatives of farm and shipping associations as well as repre- 
sentatives of three of our most important midwestern carriers. 

Due to the number of witnesses we must hear this morning I must ask you 
all to limit yonr oral comments to a maximum of fen minutes. Any additional 
testimony you may wish to present can be submitted to the Committee for 
inclusloa In the hearing record. 

Statement of A. Dakiel O'Neal, Crairuan, Interstatg Cohmiscs Comuibsioit 

Oood morning. I want to thank the Chairman and members of the Subcom- 
mittee for fivins the Commission this opportnnjty to present its views on S. 261, 
the "Agricultural Subterminal Storage Facilities Act of 1979." The UU seeks 
to alleviate tiie problems associated with the transportattim of bulk B^riculturat 
commodities by encouraging the construction of transient storage and multi-modal 
shipping fadUties. The legislation has the potential to benefit Iwth the rail 
iaduatry and agricultunl producers. 

The Commission believes S. 261 to he a potentially useful toot in alleviating 
the problems of rural branch line service faced by agricultural shippers. The bill 
provides a mechanism for improving the car supply situation by improviUE car 
Utilization through increased unit train movements, and by an Increaaed supply 
of cars. In addition, the bill appears to promise to increase both intra and 
iDter-modai competition by the railroads and may encourage greater use of 
contract rates. 

BACKfiROTNn 

in assessing the possible effects of this bill on the transportation system, it 
may be useful to mention some of the general problems facing the railroad indus- 
try. Those problems are well documeuted, and tliere Is no real doubt that the rail- 
roads as a whole are a troubled industry. While the total tonnage hauled by 
railroads continues to increase, its market share haa dropped steadily. Despite 
the success of some roads, notably in the West and South, the industry's profit- 
ability hae also declined sharply. 

Some railroads are overbuilt, unable to maintain their track and equipment, 
and are unable to secure credit to make needed improvements. The effects of 
those problems are often severe. As the Subcommittee is aware, during the past 
year the Nation faced one of the worst car shortages in two decades. Shortages 
of Jumbo covered hopper cars and box cars numbered in the tens of thousands. 
The car shortage problem has increased over the years as railroad ownerahip of 
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frefsht cara has decreased. In 1967, there were wdl over 1.8 mllUon fNight 
cars in service- In 1977, tbere were about 1.6C million freiglit card Id serrlce, a 
drop of nearly 10 percent. 

That situation haa been aggrarated by poor ear utilization. In 1937, (rright 
care, on average, made allgiitly over 19 trips per year, with an average turn- 
around time of approdmately 19 days per trip. Ten years later. In 1977, the aver- 
age car waa making leas than IfiJi triaa per rwr, with an average turn-qroood 
time of over 22 days per trip. Otlier flsuiee Indicate that freight c^rs are spending 
a meager 12 percent of tltelr time In road train, witb the rest of their time spent 
loadii^ or unloading, standing idle, or being bandied In terminals. So beyond 
numbers of cars, car ibortages are a resnlt Of poor utHJ-iyitloii. Indeed, equlpi&ent 
utilization goes to tie very heart of railroad performance today, and seriously 
affects the future of tba industry. Better utilL^tloa results in a Xiftd for less 
equipment, in better service, and in more business per unit with less unit costs. 

The direct /egulatory role in car atJlliatiiW is Usaitet}. Th* Conwiwloa baa 
taken action sneb as th* recent ineresae in dewurrag* rates, ipposjtfon ot homlj' 
as opposed to daily car hire charges and adJustsLents to per diem rates In order 
to encourage better car utiilEatlon and to proawte private car »cquisltlon. And 
during car shortages the Commission may isaue car service ord^B, wliicli, for 
example, might force carriers to send cars to a couotr; grain elevator far re- 
moved from a rail main line. Car service orders often may run counter to rail 
management declEioua and may in fact affect the ovarall eScieocy of the rail 
system. Rather than Commission interyttitioii tlirougb car service orders. It woold 
be more constructive to improve car service by maldng certain traflte more attrac- 
tive to tlw railroads. ConaoUidatlou of aUppiag twminals and the use of unit 
trains, should make previousiy marginal agricultural txaSc more de^aUe and 
profitable, thus improving service. 

The railroad problems of inadequate revenues, ear utilization, reliability, and 
the inability to maintain their system pK^eriy in turn create problems for agri- 
cultural shippers. Those shippers in many Instances have no alternative to poor 
service, if they have service at all. They often face serious far sliortages during 
I>«ak periods, and may not have storage capacity adequate to hold large amounts 
of their products for a long period of time. 

The railroads' problems and resiritlag shipper ftobittaa vlU not so tway, er«n 
if there are significant cbangesfn the regulatar? system. TtaebUl being etmsidened 
toda^ holds promise of being ^oite tienelcifll in addcessifig the raii transport 
dtlGcuIties Just outlined. Some ratlonaHaattoa of the ezlaUBt eivtem seems in- 
evitable. That means line abaedounMtta nrill oontlaae t» tie aonK^tt. M pneseat 
rail revenue lev^s, and without operating anbsIdltM, ttiere are llmltfl to the num- 
ber of marginal services which can l>e crosa-snbsidiBed frota otter revenues. The 
bill, we believe, should help avoid serious disruptions of service while rationallEa- 
tlon occurs. It should help tho^e aitFeeted help tbemselves. 

Among other tilings, aonstmctlon of centralized Storage fadlUiw Should lead 
to improved tronaportation septice at a lower «oat. QartieMi would liave fewer 
mutes to serve with greater traffic <leneitr. RaUeoads conld ««ne«>rixftte en im- 
proving service to control storage iMaUMu. Also, railroads would be able to 
direct their resources toward malntainiMg aitd fnprffrlne their mere lapontaiit 
lines rather than little used lines. 

Althongh all of this dionM result In better senvlce, we cftn««t be cBrtaln that 
It will result In lower ratea. The ^nanetal oondttioa ot tawv raUioada Is nob 
that they simply must tn^Eease 4helr MwanHes. Sopefully, grea^w reBenuee will 
eventually trauRlate into improved aexrrUx; as deferred mafitteaMBee laMtcsied 
to and more cars are parcltftAed. 

We would aim caution that w« do not bedleve this bill will totally eolv« oar. 
shortage and utiUaation proldema. m»ere will still 4te certain high demand periods 
when market conditlMM diiTtate that iaige aiOKroati «f stored commodltlea be 
shipped immediately. In thone periods. It s«>mB likely that ^u)rta«es will e<w- 
tinue to occur. However, we (eel the bill will telp alleviate *«r atortaies, even if 
it does not eliminate them. 

[UPBOTKB CAR vramtnof 

The bill is Intended to aid in the Imptovemeat or construction of subterminal 
fadlitiea designed to accommodate "unit railroad trains or multiple car traloB 
of twenty cars or more". That provlfdoa recoignlzea the efficienc; of unit train 
movements of bulk commodities. Such large movements of single commodltiea 
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realize saTlngs throngli Improved turn-around times, fewer termlna) and Bwltch- 
ing operations and lower labor costs. Further, tbe reduced unit coats and poten- 
tial rail profits would hopefully result in improTed line maintenance. We believe 
It likelj tliat enactment of the l^lalation will help to improve care utilization. 

inCSEASED SUTPLT OF BOLUNO 8IOCK 

The bill requires each state rail plan to evaluate the potential benefits of sub' 
terminal ownership or lease of rail "rolling etocit (including locomotives)" and 
provides that loans made or insured by the Secretary of Agriculture under the 
Act may be used to purchase such equipment. We believe that these provisions 
should be useful in promoting better car supply and utilization. 

KTFBCrS CM EXISTUIO' COTTKTBT KLErVATOBS ASD ABABDOSMBSTS 

The bill, in addition to ^iconraglng the t^ysical consolidation of country ele- 
vators, nould also permit those country elevators remaining In operation after 
snbterminal development to participate in the subtermlcal's bulk shipments. In 
this situation, for example, a small elevator would be permitted to ship grain 
to the sabterminai by truck for loading into unit trains, thereby sharing in the 
unit train rate. I*at participation should alleviate some of the problems asso- 
ciated with rural branch lice abandonments. The bill could ease the burden on 
elevator operators of moving facilities off lines Uke^y to be abandoned. Further, 
it could permit more expeditious abandonments by the railroads by decreasing 
the number of protested abandonment applieatlons. Used In conjunction with 
existing law, such as the Local Rail Service lAsslstance Act, it Is possible that 
many of the problems of dislocation of agricultural shippers associated with 
rural abandonments could be avoided. 



The Commission, in recMit declsltms, has been particularly sensitive to the 
effects of its actions on competitlou. In line with this, we note that one of the 
effects of S. 231 may be to Increase competition between railroads as well as 
competition between railroads and other modes. 

The effects of intra-modal rail competition would liliely become apparent dur- 
ing the planning stage envisioned In the bill when sites are being selected for 
placement of snbterminal facilities. It will be to the advantage of the terminal 
planners to coordinate site selection with their negotiations for service commit- 
ments from alternate rail lines. Those negotiations might even embrace estab- 
lislilng contract o* capital Incentive rates. In many cases it would be likely that 
fadlity planners could "shop around" for the most advantageous agreement from 
the railroads serving a region. It Is possible that railroads may compete with 
each other for such agreements and the resultant advantages of guaranteed 
minimum amounts of traffic. Also It is conceivable that In some areas a country 
elevator would have the option of trucking its grain to two different subterminals 
located on different rail lines. That would allow the elevator operator to shop for 
the better rail rate, thus enhancing competition. 

Competition between railroads and trucks or barges would alao illcely be en- 
hanced. This Is due to the nature of present grain shipments. During non-peak 
demand periods, barge and short-distance truck rates per mile tend to be lower 
than comparable rail rates. During peak-periods rail rates often remain constant 
or go up relatively slowly, while unregulated trucks and barges raise their rates 
more drastically. The effect of the bill should be to encourage railroads to use 
contract rates or unit train rates which In some cases could be competitive with 
tmck and barge rates year round. Equally important to Intermodal competition 
could be the Improved rail service reliabtUty and speed resulting from the 
greater efficiency and improved car utilization associated with contract rate and 
unit train arrangements. An additional potential benefit of the increased use ot 
contract rates would be the tendency to level out the peaks and valleys of ship- 
ments which contribute to car shortages. That could occur to the extent that 
contract rate agreements contain provisions Intended to distribute shipments regu- 
larly over a set period of time. 

At the same time that competition would be enhanced, cooperation between 
modes would also likely be encouraged. That is due to the conc^ of the biO 
which suggests an Intermodal ai^roach to the structure and placemoit of the 
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mbtvmlnal facilities. Under sodt an at^roach we niigbt find trncka hauling in 
grain from tbe mibterminal area to be loaded on a train or barge for a bIx 
hnndred or tbousand mile movement to a domeatltr purcliaser or to a port 
Thus, an intenaodal shipment would occur using each modes own diEtinctlve 
advantages. 

" ~T RATES 



In November of last year, the Commission (with Commissioner Staflord con- 
curring) released a policy statement concerning contract rates. The Commlssiou 
Tec<%nlzed the important BBvlngs and benefits to rail transportation which can 
reenlt from the use of contract rates and rejected the thesis that contract rates 
are per se unlawful. It is hoped that this action by the Commission will lead 
to Increased use of contract rates which can be of great value to shipper and 
carrier alike. 

Contract rates are a key element In the type of heavy capital investment con- 
templated by this bill. We can only voice our strong encouragement for the Qse 
of such rates and indicate our support of l^slative efforts such as this which 
would provide further incentives for their use. 

Furthermore, we should note that the majority of subterminal projects would 
likely qualify for treatment under the existing capital incentive rates proyisloa 
of Title 49. While this provision has not seen much use to date, we would also 
encourage Its use as an alternative to contract rates treatment uuder our contract 
rates policy guidelines just discussed. 

CONCLUSION 

In conclusion, let us repeat that change is in store for the railroad industry. 
There will be changes in the way they operate, changes In the way tiey are regu- 
lated and changes in the way they are used. Iliis means, of course, that there 
will also be changes in store for rail users. What is needed to deal with these 
changes is open and frank discussion about the complex issues, imagination, and 
foresight in crafting sppropriate solutions, and accommodation between carrier 
and shipper interests in order to make solutions viable. 

As a part of this process, the Commission is examining a wide variety of 
measures to improve the performance of our Nation's transportation system. We 
feel that the objectives of this bill are compatible with our efforts and could be 
b^eflcial to shipper and carrier alike. 

Thank yon for this opportunity to present the Commission's views on the 
"J^Ticultural Subterminal Storage Facilities Act of 1979". I will be glad to re- 
sfiond to any questiona you may have. 



Mr. Chairman and members of the committee, we appreciate tliis opportunity 
to ax^iear today to give the Department's views on 8. 261, the proposed "Agri- 
cultural Subterminal Storage Facilities Act of 1979." S. 261 provides for amend- 
ment to the CiMisolidated Farm and Rural Development Act to authorize loans 
(or the construction and improvement of subterminal storage and transportatiMI 
facUities for certain types of agricultural commodities, and provides for the 
development of State plans to improve such facilities within the States or within 
a group of States acting together on a re^onai basis. 

The Department does not support enactment of S. 261 at this time. We believe 
such action would be premature in view of other ongoing activities outlined 

The subterminal approach certainly has merit and is being followed very snc- 
cesEfuUf in some geographic areas. Where density of crop production and other 
relevant variables Indicate that a subterminal can operate profitably and retam 
net benefits to agricultural producers, it is a viable option. 

S. 1835, which was passed late In the 95th Congress and signed into law 
Novemtter 2, 1978, as Public Law aS-,")**. authoriaed the establishment of a 
Rural Transportation Advisory Task Force. This task force, which is Jointly 
chaired by the Secretary of Agricultnre and the Secretary of Transportation and 
whose 14 membera represent carriers. Congress, governmental ag«icies, and the 
fgrlcnjtaral And academic conununitles, has been mandated by the Congress to 
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Atudy and report on methods for moving agricultural commiyHties more econ- 
omleaHy and etBelentlj. The speciflc charge of the Hutal TransportatloQ Adyiaory 
Task Force la threefold: (1) to make recommwidatlona (or determining the 
essential transportation needs of agriculture; (2) for establishing a national 
agricultural trans porta tina policy; and (3) for identifying Impediments to a 
railroad transportation system adequate to meet the essential needs of the agri- 
■culture industry of the United States. 

The task force became operational on March 14, IftTfl. A study and report by 
the task force is due to Congress by January 1, 1980, on how to Improve the 
jaovement ot farm products and sui^lles in thik country. 

While It Is clearly recognized that tiere is a need for improvement of Bub- 
termlnal storage and inin^Kirtation facilities In many parts of ttUs country, the 
Department strongly believer that this is a problem which should l>e considered 
within the whide context of addressing problems and solution relating to agri- 
cultural transportation needs. 

Authority presently exlBts, both, within the Farmers Home Administration 
(FmHA) of the Department of Agriculture and the Federal Railroad Adminis- 
tration (FRA) of the Department of Transportation, for the availability of 
funds, either on a loan (FmHA) or grant basis (FRA) for subterminal facilities. 
To this extent, Mr. Chairman, it Is the Department's view S. 261 would provide 
some duplication of authority which presently exists In both the FmHA and the 
FE-Ai. Additionally, it would require two separate federal planning processes for 
the same purpose. 

FRA also has authority tor grants to States for rail planning, Including proj- 
ects such as subterminal facilities. Adequate funds are available for these 
pntposes in fiscal year 1979. 

Several projects have been funded by FmHA for branch lines. Farmers Home 
Adralntstratlofl at IJBDA and Federal Railroad Admlnist ration at DOT have 
recently signed a niemoranrtnm of cooperation outlining program objectives and 
ppocedural matters. Farmers Home expects to proride an increased level of loan 
activity for railroad rehat^litation and rail shipper facility projects during 
Fiscal Year 1979 and subsequent years. We have also funded two danonstratlon 
project^! to enable the State transportation planning process to create and test a 
methodoloicy and other analytical toola to address the concerns of agricultural 
-and rural development. 

Further, I might point out that we are presently working with the 8tftt« of 
South Dakota on a test of the feasibility of using a tranE^rtatioo cooperatlre 
to own and even cerate that part of the Milwaukee line facing abandonment. 

Mr. Chairman, this concludes my statement I and my etdleagues shall be glad 
to respond to any questions the Committee may have. 



Mr. Chairman and members of the Committee, thank you for Inviting me to 
testify on S. 261, the "Agricultural Subterminal and Storage S^adlities Act of 

1979." As the Committee is weU aware, the Chicago, Rock Island and Pacific 

known cc^oqulally (and on the sldea of our freight cars) as "The Rock"— la 
[wedominantly an agribu8iness.oriMited railroad. Our 13-Rtate territory embracea 
that area between the Mississippi Valley and the foothills of the Rockies. Ouf 
northern reaches are in Slinneaota and our southern terminals are at the Texas 
Gulf coast Forty-tour percent of all agricultural emikoymeat and 60 perc«tt of 
all farm Income in the United States la derived from this territory. 

We are deeply involved in the movement of export grain ; we are aimllarlr 
relied upon for the movement of substantial amounts of lertlllier and other 
agricultural chemicals and fuels into farm conntir from the Onlf coast I m^< 
tlon these points because The ROCK is acntely aware of the difficulties Inherent 
in providing transportatlMi — at a profit— for commodities that are iH-odnced 
ubiquitously and which, at the outset of their trips to market, are marshalled 
over a network of branch lines that (one) involve relatively light densltlea of 
traffic, and (two) are almost exclusively agricultural lines. This is an Impntant 
distinction that must be realised in Washington. The federal estahlisbment 
learned a great deal about railroad problema, potentlala, and strategiea in the 
Industrial Northeast In recent years during the collapse of the Penn CMitral and 
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the birtb of ConRalL There are now a number of rail analysts who are quite 
KTPert at nodal analysis (as opposed to the ubiquitous dlBciplines that must be 
utilized in farm territory). Cooseqnently there is a healthy measure of exper- 
tise here regai^ng the movelnent of, say, steel from Pittsbargh to Detroit; or 
people from Boston to Washington. I regret to say ttiat the rail problems in the 
Midwest have not yet received the intense scrutiny given to the Northeast situa- 
tion a few years ago. While tentative starts are being made, there is no concerted 
effort to find out how to serve relatively light-density farm territory; rather, 
the bulk of the analysis done so far seems to rely on the preeept tbat rail service 
simply cannot be expected to earn its way gathering freight at the extremities 
of its tracks and that someone else (speclflcally, trucks) will bave to bring 
agtlcultural commodities to central collection points where rail can then be used 
only for heavy-density, unit train-type operations. 

This Is Dot an entirely fallacious precept. If nothing el^ changes, that is prob- 
ably what we will come to. And there will be an added cost to farmers. Our 
shippers estimate that they incur additional costs of about 5 cents pec bu^el 
for every 10 miles of truck transport they are required to use to get an adequate 
railhead. 

8. 261, however, fan take us in the direction of altering this less-t ban -happy 
prospect. I would be less than honest if I testified that this bill, by itself, wlU 
meet the needs of mid-America's agribusiness. It can ; but probably only if a 
number of changes tbat cannot be legislated are brought about by the railroads 



8. 281 calls for access to financing for the construction of transient storage 
facilities and multimodal terminal facilities that wonld enhance the elHcient 
receipt and shipment of agricultural commodities. Such "enhanLement" calls 
for the ability to handle and load at least 20 cars. The legislation would further 
provide for loans that would cover the long-term lease or purchase of rail roll' 
tng stock (Including locomotives), motor trucks, barges, and other bulk agri- 
cultural commodity transport equipment that wonld be used in conjunction with 
the operation of subterminal facilities. Most importantly, the legislation very 
properly mandates a full measure of local acd regional planning. Frankly, mid- 
America doesn't need Washington telling it precisely where transient storage 
and multimodal terminal facilities shall be located. Similarly, the bill requires 
the loan assistance preference will be given to existing elevator operators and 
local producers In order to preserve local owner^p and control. 

The bill should not — and does not — create intrarcglonal competition for long- 
establi^ed local businesses. Indeed, It encourages them to upgrade and improve 
with the ultimate result of increased annual throughput and the economies of 
unit train rates. (As au extra attraction, such operators would then be In a 
much better posltloa to establish and enjoy contract rates with carriers for 
further assnrance of equitable costs and adequate car supply. But that's the 
gubject of other legislation. 

It is vital that all interests be involved in planning. I am especially pleased 
with the concept of the Plan Review Commisfdon as described in SecUon 4(b). 
If I could make one suggestion regarding the review commission, it might be 
helpful to require in their membership the carrier or carriers that will serve 
the new subterminal. While the phrase "and other interested individuals" would 
conceivably cover this, it gives no assurance of carrier participation. Involve- 
ment of the carrier or carriers wonld be essential. As railroads devise better 
methods of providing reliable service on lighter-density and medium-density 
branch lines, logistical and Institutional breakthroughs will follow. I think that 
officially mandated involvement by carriers would be a great help. I have one 
other minor point regarding Section 4(b). I bring it up because the matter of 
local planning is paramount. Would there be a Plan Beview Commission for 
each state and/or r^on, or would there be separate commissions for each project 
I bring that up only because of onr experience with the State of Iowa Branchline 
B^abilltatlon Program. In that case, there is a separate analytical effort made 
tor each specific project ; In Iowa's case, each proposed ai^radlng must be agreed 
to by the state, the raUroad, and the shippers involved. It has worked out well. 
It has resulted In improvements that are used, not simply admired. 

Mr. Chairman, I have been made aware of some of the reservations expressed 
recently concerning S, 261. It has been suggested that even with subterminal 
elevators capable of loading unit trains, rail service will still be less than satls- 
Cactory; that railroads are inherently incapable of moving agricultural com- 
modldeB effectively, even when It's handed to us on a silver platter. 
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I respectively beg to differ. 

I mentioned earlier tliat tbere are a number of instltntlonal and traditional 
■aspects to railroading that shcrald change If tlie gatbering of grains and otIi« 
crops is to be done effectively In lighter- density territory. On The ROCK, we con- 
-ducted a number of experiments last summer with so-called "minitralns" ; 
operations that utilized dedicated small Beets of hopper cars and low-horsepower 
engines to go out into production territory the way trucks do. Train crews went 
^^nt with empties and came back with loads. They waited at elevators while cars 
were loaded, just lihe truck drivers do. They were exempted from tradittonal 
<livlsion8 between "road crew work" and "yard crew work." More often than not, 
they operated without caboosea The usual crew size was three people, not the 
customary four. This was done with the full cooperation of our unions. They, 
too, are interested In getting railroading Into new markets. I have wltb me a 
small brochure describing these gathering train acdvltiea. I will be glad to leave 
copies for the Committee, and you can make It a part of the record if you so 
desire. We are still working with our unions under the collective bargaining 
system to inaUtute such operations on a permanent, nonexpert mental basis. J 
think good Ideas ultimately win out over bad habits, and I would venture that 
should S. 261 become law, should states and regions do appropriate plannJiog, 
should carriers be involved in that planning, and should such subtermlaals be 
built, agricultural railroads will have cleaned up our act sufBcienQy to make 
the system work. 

I>et me be quick to point out that I do not envision the use of small gathering 
trains as being an adequate alternative to unit train facilities at subtermlnal 
elevators. We are hoping to utilize tbem to cope with the situation as it exists 
today. Frequently, small country elevators are located at the end of badly de- 
teriorated branch lines. Such lines will soon need massive rehabilitation If they 
are to continue carrying 100-ton Jumbo covered hoppers. In such Instances, the 
develoinneut of subtermlnal elevators, sited after thorongh planning is complete, 
might be a much more economically appropriate solution than massive track 
rehabilitation. This Is something that the planning aspect of the legislation would 
certainly address. 

In summary. Mr. Chairman, I would like to applaud both the Intent and the 
content of this bill. For the Agricultural community to have cost-effective trans- 
portation and for the railroads to be able to do that which we do best (move 
more than one car at a time), we must all accept the necessity of certain (diange 
In the way commodities first enter the transportation matrix. S. 261 is a positive 
step In the right direction. Given the safeguards that have been bnilt Into the 
hfll, we see no danger of unfair competition to present elevator operators, no 
coerdon of railroads to perpetuate chronic money losers, and a positive step for- 
ward In negotiating that long, and sometimes bumpy, road from farm to market. 

Thank you for the opportunity to be here. I will be glad to respond to any 
-questions. 

r Economics, Iowa St&tc 

For the past decade or more, grain shippers and receivers have complained 
about rail car shortages, locomotive shortages, poor condition of branch lines, 
branch line abandonment and slow rail car turnaround times. These problems 
have occurred simultaneously with continued deterioration of the earnings of 
many railroad companies and bankruptcy of the Penn Central, Rock Island an4 
Milwaukee railroad companies. During the same time, the amount of grain moved 
off farms to markets has increased dramaticallv. The nia.lor increasea have been 
to export ports. Most projections forecast continued increases in grain exports. 
While a signlflcant amount of the increase in export grain has been shipped by 
barge, the amount of erain shipped by rail has also Increased to both domestic 
and export markets. This Increase In rail shipments of grain has occnrred during 
a period of declining grain car numbers and a shift from the small 40-foot box 
car to the lOO-ton Jumbo covered hopper car. Most observers credit the efUcien- 
ciea of multiple-car and unit-gratn train shipments for the growth in rail grain 
traffic. The major reason for the Increased carrying canacltv of the multiple-car 
and unit-grain trains Is the reduced turnaround times of these shipments. Records 
from approximately 2,000 cars leased by cooperatives in Iowa In 1977 and 1978 
Indicated the following average turnaround times from Central Iowa origins to 
Gulf export ports and to Chicago destinations for various sizes of shipments: 
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TASIE 1.-TUMIAR0UHD TIMES FROM CENTUM. IOWA TO GULF EXPORT PORTS AND TO UHCAOO lURKETS IN 

Tornttiiund liiini lit diyt 



Tnmaronnd times declined aa tlie size of tlie sblpment Increased. Single-cat 
.fihipments took almost twice as man; car days as Tfi-car shipments. 

In addition to tlie Increased canTing capadt;, tbe multiple-car and nnlt-traln 
^rain tariffs provide for reduced rates for sblpping tlie larger ToltiiaeB. The cur- 
rent Bx Parte 357-A rail rates for single-car, moltiple-car and unit grain train 
.shipments from Nevada, Iowa to Gulf and Chicago export ports are presented 
In Table 2. 
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The rate reductions from the single car rate to 25-car and 75-car rates to Gulf 
-export ports ate 6.44 and ll.Tf per bushel, respectively. The rate reductions from 
.the single-cat rate to 25K»r and 75-car rates to Chicago export ports are 2.8^ 
and 7.8* per bushel, respectively. Kate reductions of this magnitude enable the 
elevatot to Invest in additional siding and loail-out capacities to load the latger 
size shipments and to be able to pay highet prices to farmers. More importantly, 
the larger sizes of shipments have enabled the approsimately 120 multiple-car 
grain shippers in Iowa to transport more grain out of Iowa, with the existing 
number of rail cars, than would have been possible before the development o( 
the Bubtermlaai system. Moreover, these rates have enabled Iowa farmers to 
sell grain regularly in world markets. At the same time, railroad companies re- 
port higher earnings from these types of shipments. 

Another major benefit of these rates has l>een to provide a viable alternative 
to Iowa elevator operators located on branch lines that can not be economically 
upgraded to handle the 100-ton jnmbo hopper cars. The Farmers Cooperative 
Elevator Association at Roland, Iowa is an example of a shipper located on a 
branch line that has used the multiple car system to successfully adjust to rail 
abandonment. In 1971, the Chicago and Northwestern Transportation Company 
Informed Mr. Vale Peter, manager of the Holand Cooperative, that the railroad 
Intended to abandon the Roland branch line. After fighting the abandonment in 
court, Mr. Peter came to the realization that even if the line were preserved, the 
rapid reduction in the number of 40-foot box cars would mean that the coopera- 
tive would have extreme difficulty obtaining anv cars. After a series of informa- 
tion meetings with the membership, the board of directors of the Roland Co- 
operative voted to build a new elevator on the main line 10 miles south of Roland. 
The new facility, costing ?1.250.(K)0 with 400,000 bushels of storage capacity and 
rail siding for 50 cars, was completed in time for the harvest In 1074. In addi- 
tion, a 380,000 bushel storage annex and siding for an additional 25 cars was 
completed In 197ft Despite a severe drought in 1977 and 1978, and the abandon- 
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ment ot tbe brancb line serving the original Raland elevator, the subterminal 
has enabled the cooperative to increase grain volume 75 percent over 1974 levels, 
and more Importantly, to pay from 3 to 5^ per bushel more to farmers than 
nearby elevatora. The severe drought, combined with higher interest and depreda- 
tion coHta, has held earnings to about the 1S74 levels. 

Mr. Peter indicated Ihat both the Roland elevator and the subterminal have 
been fllled during the harvests. After harvest, most of the grain l8 hauled di- 
rectly from the farm to the subterminal. Figure 1 illustrates why the coats of 
the additional distance the grain is hauled by the farmer is relatively smalL If 
th« branch line is maintained, a farmer located 4 miles south of Roland must 
travel 4 miles to deliver hla grain to the Roland cooperative. If the rail line la 
abandoned or If the farmer simply wishes to haul to the new snbstermlnal, the 
farmer would need to haul his grain 6 miles to the subterminal located on the 
mainline. Thus, the farmer would need to travel only 2 additional miles to de- 
liver his grain to the new Hubterminal. And siiit'p the farmer has already in- 
curred the truck ownership costs to haul to Roland as well as the time required 
to load and unload the grain, the additional cost of traveling tJie additicmal 2 
miles is small. Table 3 shows the estimated variable cost of trucking grain an 
extra 10 miles with gasoline prices at T5< and $1.00 per gallon, respectively, and 
with tire prices at March 1979 price levels. 

TABLES.— ESIlMAIEDVARIABtE COST PE 



7S cants 
CoriilHl gasoline 

FuiH,qa,»ndlir»I 29,8 

»«■>....- - — - 22.5 

Total varliUe cost 52.3 

Variable cost p«r bushel mile .17 
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Under tbe aBSumptlon that tbe fating must Incur tlie cost of tbe rehicle and 
the time to load and unload the grain regardless how far he hauls the grain, 
the additional cost of hauling the grain an eitra 10 miles varies from 1^5^ per 
bushel to 2.0* per bushel depending on the price of gasoline and the type of truck. 
Mr. Peter indicated that increasing amounts of grain are being hauled from 
the farm directly to the subtetmlnaL He further indicated that the cost of 
hauling grain from the original elevator to the subterminal la about 3.5^ per 
bushel and the cost of the extra handling is abont 3.0^ per bushel. Grain hauled 
directly from the farm to the subterminal would incur no additional handling 
costs. _^ 

The Roland Cooperattve has leased 50 Jumbo covered hopper cars. "Hiese cars 
are matched with 25 lailroad owned cars to make up the 75-car train. While 
there have been some weather related problems during the winter of 1978 and 
1979 resulting In slower turnaround times, Mr. Peter indicated that his coopera- 
tive has experienced fewer problems and the cooperative has been able to trans- 
port; significantly larger amounts of grain than nearby elevators that are not 
using the subterminal system. 

Mr. Peter Indicated that originally there was some resistance by cooperative 
members to the idea of discontinuing the fight to preserve the branch rail line 
and to build the subterminal on the mainline. Now, however, almost all the 
cooperative members agree that It was a good move to bnlld the subterminal. 
They feel that cooperative has a good future ahead of them and they see 
the potential of increasing their grain volume from about 1,900,000 bushels in 
1974 to around 5,000,000 bushels by the early lOSO's. The members agree that 
they must accept change In the way grain is transported Just as they have ac- 
cepted change In the way they grow their grain. 

Managers of grain elevators in other arpag of Iowa report as much or even 
more success wltli the subterminal concept than the Roland Cooperative. While it 
has not solved all their car shortage and turnaround problems, it has enabled 
them to transport more grain with fewer problems at a higher price to farmers 
than those elevators not utilizing the system. Moreover, the railroad companies 
report higher earnings on these shipments than in single car shipments. So the 
concept is useful to farmers, elevators and railroad companies. 

The subterminal concept is not unique to Iowa. A large number Of subterminals 
have been constructed in Illinois. Indiana, Ohio and Minnesota. The concept is 
just beginning to be utilized in Nebraska. It seems that there is great potential 
for this concept in Nebraska. 

Some members of the grain trade have expressed uncertainty about the value 
of this concept in wheat prodncing areas where the density of grain production 
fs less than in the corn-soybean producing areas. A few multiple car rates have 
been published for wheat shipments and a few elevators that handle wlieat are 
loading multiple-car rati shipments of wheat. One of these elevators is the Pierre 
Farmers Elevator Association at Pierre, South Dakota, This cooperative spent 
£150,000 to provide additional siding for 25-car grain shipments for a new elevator 
located on a main rail line. Mr. Herb Sibson, manager of the Pierre Cooperative 
reported that his cooperative shipped several 25-car units of grain In 1978 from 
the Pierre elevator. Most of the 25-car shipments were wheat shipped to Duluth 
and Minneapolis. The 25-car unit consisted of both railroad-owned cars and ears 
leased by tbe Grain Terminal Association. 

The current Ex Parte 357-A single and raultlple-ear rail rates from Pierre, 
South Dakota to Duluth, Minneapolis and Winona, Mlnnestota are presented in 
Table 4. The rate reduction from the single-car to the 25-car shipment is about 
W per bushel during the harvest season to Minneajjolis and Winona. During the 
balance of tlie year, the rate reduction is about 94 per bushel. The rate reductions 
to Duluth are about 1G4 to 20* per bushel, respectively. These reductions are suf- 
ficiently large to provide for loading facilities on a main line and Cor additional 
trucking by farmers to the subterminal. More Importantly, the multiple-car ship- 
ments increase the capability of both elevators and railroad companies to trans- 
port grain. Tbe Chicago and Northwestern Transportation Company reported 
average turnaround times of 13.8 days on nine 25-car shipments from Pierre to 
Dnluth. MinneapoUs and Sioux City. Turnaround times for eight single-car 
shipments from Pierre to Minneapolis was reported to be 24.75 days. Based on 
these numbers, almost twice as much grain could be transported out of South 
Dakota with a fixed number of cars under the subterminal system than under 
the existing single-car system. At the present time, few country elevators In 
wheat areas or wheat milling or exporting facilities are equl^tped to handle 
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inultlple-«ar shipments. It more country elevatore, wheat milling and exporting 
facilities were equipped to handle mulOjjle-car wheat shlpmentB, railroad com- 
panies could combine 2 or more 25-car wheat shipments into unit trains and re- 
duce turnaround times even further. The originating railroads would, however^ 
ueed to negotiate with terminal switching companies to keep the units together 
to achieve the maximum benefits of the multiplC'CBr units. 

TABIE 4.— EX PARTE «7-fl RAIL RATES FOR SHIPPING WHEAT FROM PIERRE, S. DAK, TO DULUTH, MIKHEAPOUS^ 
AND WINONA, MINK. 



1 M August 16 July 1 to 



Slnofriilpimnt 


Aujust li 


toJuntM 


Au£U)tl5 


£l';nVM * 


tufuit li 


tol 


un.30 






1! 


S?.9 

lis 


57.9 
36; 3 


Si 




IT 




:■■:: t.S 















Sourcl: Chlujo 8 North Htslstn Tiiniportatlon Co. 



Mr. Slbson Indicated that, although there are many prohlems with multiple-car 
shipments, he believes that it Is the way for the wheat industry to go. He said 
that you can't stop progress and that the subtermlnal system will also help t<^ 
save the railroads. 

It is fairly clear that tlie low density of wheat production will not support T5-. 
100- or 125-car unit trains from country elevators. The Pierre elevator example 
clearly indicates that 25-car units are feasible. In some areas, where wheat yields- 
are relatively high, 60-car units might be feasible. 

While the low density of wheat production will not support large unit-train 
operations out of country elevatora, the same lack of density production and 
therefore low freight volume prevents many branch rail Hues from being eco- 
nomically viable. Thus, the subterminal system provides as alternative for 
elevators located on low density branch lines that may be abandoned to ship' 
grain to market by rail eflitiently and eeonomieally. 

Most of the discussion of the subtermlnal system focuses on the problems of 
Shipping grain out of grain producing areas. The same concept can be used in 
areas that receive grain to be fed to livestock and poultry. These areas include 
the states in dairy areas like Xew York as well as poultry producing states like- 
Delaware, Maryland, Georgia. Alabama, Mississippi and Arkansas. At the present 
time, grain is shipped to these areas in single or 3-ear shipments at relatively 
high rates. If subtermlnal receiving facilities were built in these states to recelve- 
graln in low cost multiple-car or unit trains and the grain was distributed by 
truck to smalt users, these areas would benetit from lower transport costs and at 
the same time be assured of a supply of grain stored in the receiving subterminal. 
Both, the grain and railroad industries woold benefit from the more etficient 
utilization of the railroad equipment. 

The proposed bill S. 261 proposes low cost loans or loan guarantees to liulld 
subterminais and to purchase or lease transportation equipment. It can be argued 
that cooperatives do not need this type of federal loan or Joan guarantees because 
the Banks for Cooperatives adequately provide loans for these types of Inveat- 
ments. The Banks for Cooperatives have done an outstanding Job of providing 
financing for farmer cooperatives. However, small indei)endent elevator owners 
do not have access to the types of financing provided by the Banks for Coopera- 
tives. If we wish to have small Independent elevators remain as a viable, growing 
part of the grain industry, it Is important that thig type of financing be made 
available to these firms to adjust to railroad abandonment and to be able to 
utilize the efficiencies of Che subterminal system. 

Under the subterminal system, trucks consume more fuel than nnder the single* 
car system. However, two studies In Wisconsin and one In Iowa Indicate that 
branch line rail movements are relatively fuel inefildent. The fuel efflclencles of 
multiple-car shipments combined with elimination of branch line circuity would 
more than oOTset the higher tael conBomption of trucks and therefore reduce totaC 
fuel consumption. 
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The economics of the Bubterminal system have been docnmented (or the com: 
and soybean producing areas by published Btudiea. These studiee have provided' 
gnldellnes for investment decisions by indivldnal and groups of firms. Bimllar 
types of analyses are needed in other grain producing and consuming areas to 
determine the precise nature of the subtermlnal system needed in each area. The 
planning activity provided for by S. 261 would provide the guidelines to Improve 
the decision making of individual firms. 



Mt, Chairman, my name la John A. Harllng. I am president of the Omaha 
Bank for Cooperatives, a lending insOtutiou that is part of the farmer ovroed' 
cooperative Farm Credit System. The Bank is headquarted in Omaha, Nebraska, 
and serves farmer cooperatives in South Dakota, Nebraslta, Wyoming and Iowa, 

I appreciate the opportunity to appear before your subcommittee to testify in 
regard to S. 261 introduced by Senator McGovern of Soutli Dakota. I will be 
testifying on behalf of the Omaha Bank for Cooperatives relating the situation 
concerning grain storage and transportation problems confronting both producers 
and shippers. I will make some observations concerning tlip overall situation 
which will hopefuUy provide additional insight from our experiences and help 
mold your legislation speciflcally to the problem. As we share our views on the 
problems tiat exist, I assure you we have similar concerns. 

The Bank is owned by farmers and ranchers. We came Into being in 1933 to 
provide a source of credit to farmer-owned businesses which carry on marketing 
and purchasing functions for individual farmer owners. Farmers create the sys- 
tem to provide credit for agriculture not available from other sources. We feel 
Very strongly that a system of farmer-owned businesses is the foundation for 
building an environment that will enable us to preserve the family farm as a 
mode of life and enable it to remain a viable Institution In rural America. la thi» 
regard we strongly support your efCorts to provide relief from the perennial 
grain marketing and transportation problems. 

I will give you a brief outline of the conditions as they exist in our district. 
Each of the states that we serve has unique characteristics. 

Iowa has a very highly concentrated production of corn and soybeans, and 
exports a large portion of their production. The state is well situated as far as 
transportation opportunities are concerned. Barge facilities are located on both 
the Mlasourl and Mississippi Rivers. 

There are several major railroads in Iowa providing Indirect access tor do- 
mestic consumption and for export purposes. The subtermlnal concept is la opera- 
tion in the state. If anything, the state may now have more subterminals than 



In Nebraska, on the otber hand, the situation is quite different. There are two 
good railroads which cross the state through the highly productive Platte Valley. 
Irrigated crop production is steady and there are a fairly limited number of 
commodities. As export opportunities expand and west coast markets develoPi 
the subtermlnal concept that exists in Iowa is moving rapidly into Nebraska. 
Currently there are at least two groups of shippers who are exploring ways to 
coordinate their marketing and transportation activities. One group Is located off 
the main rail Une and will need to build a facility. Tbe other group has adequate- 
facilities located along tbe main line, but la seeking to coordinate their marketing 
and transportation activities. They are going through the planning process now. 
Financing arrangements will depend on the outcome of their economic feasibility 
studies. 

The situation in South Dakota is substantially different than the other two 
states. They have a greater variety of crops, and produeHon levels frequently 
vary substantially. Tbe western half of South Dakota does not have good access 
to markets. Tbe state is higbly dependent on the highway system for transporta' 
don since tbe branch line situation is probably the poorest of the states we serve. 
Despite these obstacles, there are several subtermlual-type operations in exist- 
ence. Better utilization of existing facilities Is at least a partial solution. 

Bill S. 261 addresses two primary areas : 

1. Plan tbe best locations for efficient, transient snbtermlnal storage and high 
q^eed multiple car, nnit train and truck loading facllltiea ; and 
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2. Provide Federal finaodal aaststanee for the construction of such facilities 
when borrowers are unable to obtain adequate credit at reasonable cost under 
conventional loan arrangements. 

A number of factors must be taken into account to evaluate the effect of S. 261, 
I shall identify them now briefly, and discuss any of them at greater length 
later, If you eo desire. 

(1) Tlie unit train concept has proven to be the most efficient and efFectlve 
way of moving commoditleB to market 

(2) As levels of production increase through irrigation and crop improve- 
ments, and new markets develop, the subtermlnal concept evolves naturally as it 
becomes economically feasible. 

(3) Continued efforts to provide rail service to every shipper can only further 
aggravate the transportation problem and continue to disrupt the orderly mar- 
keting of products. Farmers have to absorb these higher transportation costs 
created by maintaining Inefficient branch lines. 

(4) Shippers located along branch lines will continue to resist the concept of 
subtermlnal shipping as long as any hope remains for the upgrading of their 
rail. As a result they delay development of alternative transportation methods. 

(5) Many farmer-owned shippers have elected to take a positive approach to 
resolving the problem themselves. Several alternatives are available. They can 
formally merge or consolidate, organize a separate Jointly owned Arm, or merely 
reach a Joint operating agreement and contract with each other for services. 

It is Important to point out that these Joint ventures can Include a combination 
of individually owned firms, corporations, cooperatives or others. Careful plan- 
ning Is necessary to avoid duplication of facilities, which creates an additional 
financial burden that farmers would eventually assume. 

A specific example of this exists with the Rural Electric CooperatiTes. A gen- 
erating and transmission cooperative in Iowa Is providing power to several 
municipalities in addition to local dtstribntion cooperatives who serve farmers. 
In addition there is Joint ownership of power gMieratlng units by cooperatives and 
public owned jwwer companies. 

(fl) Firms on branch lines will continue an Important function of receiving 
grain during the harvest period and feeding the terminal after the harvest is 
over. When they are witling to assume this role and discontinue resistance to 
the subtermlnal concept they can again become part of the mainstream. We have 
seen the continued growth and expansion of facilities that do not even have 
rail lines. 

With these points In mind, I think it becomes evident that the only orderly 
way of marketing the farmers' products is through a system of cooperation be- 
tween shippers. During harvest all facilities will receive grain. Once harvest Is 
complete, the subtermlnal becomes the better market because of its strategic 
location and access to unit rates. As the shipping season progresses, farmers will 
tend to deliver their farm stored grain to the subtermlnal because of higher 
bids for their grain and availability of transportation. When the excess farm 
stored grain has been delivered to the subtermlnal, the surrounding elevators on 
branch Hum become the main source of supply. They become the feeder units 
which take up the slack and enable the subtermlnal to ship tmlt trains on a year- 
round basis. This maximizes the use of rail cars and satlsfles guaranteed mini- 
mum shipping requirements. 

An orderly system of grain movement depends upon an orderly system of 
marketing. All of the firms involved in the subtermlnal concept must combine 
their merchandising and hedging efforts. This will enable them to maxlmlEO 
income from storage for facilities on the branch I'nes and schedule delivery 
dates to utilize the transportation equipment over the entire year. 

This concept works best when all these factors are In place. I think most of 
the facilities are already In place in most of our district. Farmers have demon- 
strafed that they are responsive to economic opportunities and will prorido 
the capital to build facilities where they are needed. Sources of credit are btbII- 
able for economically feasible projects. I think it is important that all sources 
of commercial credit be exhausted before government becomes involved in financ- 
ing. Government involvement should only be through a full faith and credit 
guarantee arrangement rather than direct loans. 
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We support the proTialone of the MH which apply to the development o( a plan. 

The location of existing facilities, coupled with economic feasibility, dictate 
the final plan. Management, finani'lal resources and condition of the rail llnee 
are contributing factois. The subtermlnal planning la complete la Iowa and Is 
evolving in other areas. 

Time Is of the essence. Farmers and ranchers have always faced adversity of 
one form or another and have always met it with determination and progres- 
sive leadership. This has enabled them to anrvive in a higlily competitive world. 
Farmer producers have demonstrated they are more responsive to change tlian 
the other segments of industry they have to deal with. 

Through cooperatives, farmers currently have leas than 10 percent of the 
grain export market. They are working hard to obtain the facilities and equip- 
ment needed to gather grain and deliver it to export markets. 

Cooperatives have facilities and services that are designed for the benefit 
and convenience of the producer. Putting these facilities and equipment together 
have placed a great deal of pressure on cooperatives financial position. Expanding 
farmer owned export facilities and transportation equipment will add addi- 
tional pressure. 

A good example is a recent request from a large subtermlnal shipper for capital 
needs over the next five years. Their total projected requirem«its amount to $20 
million, of which JS.S million represents investment in transportation equipment. 

The farmer-owners of this subtermlnal have provided the base capital neces- 
sary for normal marketing needs. Each year, it becomes more difficult for them 
to absorb the cost of providing capital for transportation. 

There appears to be an opportunity to design the provisions of S-2fll to assist 
farmers In providing the necessary capital for transx>ortatlon through loan 
guarantees. Banks have access to loan funds, but elevators need someone to 
assume part of risk because of the millions of dollars necessary to acquire trans- 
portation and export facilities. 

rnie ability to export grain Is of primary importance to fanners. A recent 
study found that a 25 percent Increase in farm exports would raise cash farm 
receipts 11.4 percent. Net farm income would be 51.2 percent higher. This Illus- 
trates the economic benefits that can accrue for our agricultural economy with- 
out massive or costly government programs. 

Approximately one-third of all grain produced on U.S. farms is shipped abroad. 
Half our wheat is sold overseas. Half of our soybeans, half of our rice. Ose- 
third of our feed grains (mostly com.) And yet, we still have surpluses of these 
commodities stored on our farms and unused production capacity in reserve. 
Further expansion of the export market is a key to raising farm income, while 
reducing our trade deficit. 

Farm Credit system has recommended legislation to the Federal Farm Credit 
Board for aid in this export effort. This can be accomplished by amending the 
Farm Credit Act to allow Banks for Coi:^)erat[ves to establish financial services 
that will facilitate the international transactions of farmer-owned cooperatives. 

Your efforts to provide relief through S-261 are laudable but I must emphasize 
the magnitTide and complexity of the problem. Storage space, hopper cars and 
upgraded rails are a necessity where economically feasible but they cannot pro- 
vide the sought after relief alone. 

An effective marketing system is one which ties the production, transportation, 
marketing and financing together in one cohesive function. There is as much 
need for efficient export facilities In the proper locations as there is for sub- 
terminal and transportation facilities. Most of all, we need to streamline and 
balance the marketing chain from the farmer to the foreign buyer. 

In summary, we support flnandal assistance for planning where subtermlnal 
facilities are not already in operation. 

We also support provisions to extend financial assistance for SMhterminal and 
export facilities, the purchase of railroad equipment and other related expendi- 
tures, only through the use of government guaranteed loan programs. 

Should actual government loans be made, we believe stringent credit elsewhere 
tests should be required and the planning function should be utilized to prevent 
duplication of unneeded facilities and equipment. 

That oonclndee a brief review of our position of S-261. If you have any ques- 
tions, I shall be happy to answer them. 
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[The following position paper was furnished by Ben Eadclifle, pres- 
ident. South DaKota Farmers Union, see p. 51 for his oral preaenta- 
tion.] 

National Pabuebs Cnion TsAnsptrnTATioii Pouct 



H. TKAIfSPOBTATIOH 

1. Roads 

We eocourage federal and state goTemmenta to consider Increasliig their 
share of funding of farm-to-uarlcet and rural roads from gasoline and other tax 
revenues. Funds sbonld be expended to get the most roads for each dollar of 
«speiiditure, and priority should be given to roads that can help more our farm 
products to markets. 

Federal, state, and local support must be supplied to provide an int^rat«d 
transportation system to serve America's farmers, ranchers, and other rural 
residents. 
■t. Bail transportation 

Efficient commodity transportation and storage systems are equally loQKirtant 
to farmers as programs to improve prices and income. Farmers continue to ex- 
perience shortfalls in t>oth storage and transportation capacity. It is an ironle 
paradox that while we possess the production technology that makes U.S. pro- 
ducers the most efficient in the world, we have failed to solve the tragic economic 
results of a deteriorating rail system. The bumper txop of 1978 severely tased 
both farm and ofC-farm storage, and unreliable and insufficient rail service, la- 
cludlng boxcar shortages, lias meant increasing reliance on more expensive 
truck transportation in the movement of grain. So-called "unit train shlpmenta" 
of grain have created jtroblems for widely dispersed cooperative and ^vate 
elevator operations. 

Abandonment of feeder lines has further complicated the problem of coHectton 
of grain for increasing "unit train shipments." 

Railroads at any given time may have the necessary power and equipment for 
moving the Katlon's agricultural commodities. However, they have never been 
able to efficiently or economically transport farm produce when wide disperse- 
meiit of equipment is needed to reach country points of collection. 

Rail movement Of grain from country points of collection must be protected 
because of energy savings resulting in lower costs. Reliance on trucks would ma- 
terially add to shipping costs, including greater expenditure for highway main- 
tenance, and further weaken the ability of producers to profitably produce grain. 

With anticipated expansion of the "unit train" technology, one answer in some 
areas may be fewer, larger collection points. While recognizing that trucks roust 
fiontiiiue to play an important role la moving grain to larger rail collection 
pidnts, we urge that the railroads make maximum use of their facilities in reach- 
ing the small elevatora 

Legislation before the Congress, modeled after the pilot program that has 
succeeded In Iowa, is designed to provide adequate bulk commodity and inter- 
multiple shipping facilities. The legislation, known as the "Agricultural Subter- 
minal Storage Facilities Act," would provide <1) funds to fiiiaaee a survey to 
determine the most desirable location of subterminals, (2) a means to assure, 
with government assistance, adequate financing of subterminals and equipment, 
including rolling stock, and (3) provisions to assure continued local control 
over the movement and storage of farm commodities. 

Rail transportation can be further improved by auch policies as the following: 

(a) "Unit train" loading should provide for pooling of grain shipments and 
not be limited to one-stop terminal loading ; 

(6) Interstate Commerce Commission (ICC) regulations prohibiting railroad 
companies from waiving demurrage charges at terminal elevators so that box- 
cars do not become, In effect, storage facilities, thus reducing available rolling 

(c) Rate regulations which incorporate provisions to protect smaller shippers 
from rate discrimination ; 

(d) Statutory prohibition against ownership by railroads of non-transpor- 
tation facilities with provisions for divestiture of existing arrangements cov- 
«red by the prohibition ; 

(e) A federally-guaranteed loan program to assist railroads to purdiaBe snffl- 
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•dent roUiiiK Btock to meet shipping; needB, and to maintain trackage, inclndlnc 
-sidings ; 

(/) Statutory provisions to govern mergers or reot^anlzatlon of railroad lines 
fadng financial diflOculty to assure tbat sndi mei^ers do not destro; competition 
or neceesaiy serrtce; 

(tl) A moratorium on all rail line abandonments until a formula for abandon- 
'fflent determinatlonB Is enacted by Congress wliich will weigb all economic and 
-social costs prior to abandonment approval ; 

(h) In tiie etent of abondonmeut of a brancli line, transfer of the rail roadbed 
in rural areas should be to owners of adjacent property ; and 

(() Continued regulation of tlie Nation's rail system to assure that rural 
areas will not lie denied adequate service ; that captive shippers are not charged 
-excessively high rates; and that railroad trackage will not be denied adequate 
maintenance which could be operable under a system of guaranteed government 
loans, cooperative ownership, or other means. 
A Track traMportati(m 

With fierce competition already in eiistence within the trucking industry, and 
aind between truck and other modes of transportation, we serlouBly question 
whether deregulation will provide increased service or lower rates o^er the long 
.run to the advantage of agricultural interests. Deregulations of trucks could 
result in cut-throat price-cutting that would force marginal railroads into bank- 
ruptcy. Further, rate wars would be rnlnoua to thousands of Independent truck- 
ers who would lack the capital to stay in business in competition with the large 
trucking companies. 

We propose that government regulations be amended to permit cooperatively- 
owned trucks to back-haul up to 50 percent of nonmember general merchandise. 
To save ener^ and lower shipping costs we Mige all back-hanl restrictions l>e 
■eliminated on trucking regulated hy the Interstate Commerce Commission. 

We urge adoption of uniform state standards for truck weight and length 
limits, in conformity with federal standarda. 

Farm trucks used exclusively to transport produce of the farmer owner- 
'Operator should be excluded from federal highway use tax« collected by the 
Internal Revenue Service. 

4. Water trangportalion 

Slackwater navigation ehonld be Investigated as a means of low-cost trans- 
iportatlon. 

The Missouri River should be made navigable as far upstream as practicable. 

5. Air tramportation 

We urge that feeder airline services to farm-rural communities be main- 
tained to insure airmail and passenger service. Federal regulation of ail airline 
services should be continued to protect public safety. 
S. Transportation committee 

We believe that due to the Inability of our transportation system to move the 
output of our farms, ranches, mines, and forests, to markets and ports, and the 
expanded use of high energy-consuming methods, that in the future old, anti- 
quated ideas must not restrict our planning. We need imagination, even perhaps 
a combination of government, cooperatives, and private enterprise systems of 
transportation using railroads, highways, and waterways. 

We urge, therefore, the Farmers Union Board of Directors to establish a 
Transportation Committee to continue to review transportation policies. 



The Grain Terminal Association (P.O. Bos 43594, 1667 North SneUing Avenue, 
St. Paul, Minnesota 5rjl64) sincerely appreciates this opportunity to comment on 
S. 261, the Agricultural Subtermlnal Facilities Act of 1979. A regional eooperaUve. 
owned by 200,000 farmers and their families, GTA markets grain for 600 country 
elevators in Minnesota, the Dakotas, and Montana. 

By rail, truck, or barge, that grain reaches the Twin Cities, Superior, Wiscon- 
sin, Duluth, Minnesota, Sious City, Omaha, the Gulf, Calitomia, Oregon, Wash- 
ington, and other export and domestic markets In the United States, OTA quall- 
'fles as a major nser of these modes of transportation, and does agree that a 
^;ritlcal shortage of transportation throughout 1978 and still continuing without 
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imprOTemeiit In into haa unjustly deprived countrj elevators and fatmera of de- 
served opportunities to market their crops. 

Although its precise causes vary In many details from one time to asother, tbe 
results of tliis shortage always come tiome to the couiitry, to farmers, their nearby 
elevators In small towns, and local fertilizer distributors. Illustrated by many 
examples during this year and last, weeks can pass witLout either cars or trucks. 
In that predicament, our farmers don't necessarily choose to join la the congratu- 
lations on how much grain the U.S. exported last year. 

Weather, the unpredictability of marketing cycles, years of legislative and eco- 
nomic researcb, not enough locomotives, too many cars in the wrong places, a 
shrinking car Beet, and the several other explanations about the transportation 
problem haven't yet solved It Clearly this is not an effect brought on simply by 
one cause alone, but repeated year after year, the experience of insufficient traas- 
portatlon to move their grain from the Interior has understandably invited a 
rising tide of resentment among onr farmers. 

These grain producing owners Of ours have invested millions of dollars of 
theirs in improving eriatlng GTA plants and facilities, expanding capacity to 
unload, store, or to load more trucks, barges, ships, and cars faster. Our farmer 
owners also have Invested millions more in new G'TA elevators, tracks, scales, 
truck and car dumps, at ports, at larger markets and processing centers and at 
country locations. 

Unadjusted for inflation, the value of GTA plant and equipment directly per- 
taining to grain has been increasing for years at a rate of well more than $10,000,- 
000 annually, la addition, country cooperatives affiliated with GTA have author- 
ized like expenditures. Construction of such centrally located country elevators 
is proceeding now In our states at carefully selected sites where transportation 
should be most assured in the future, but others already completed and able 
to ship large volumes have gone without cars or trucks enough to move the grain 
now in their i)Ins. Dozens of these country elevators, both new and old. are 
"plugged". Obviously this history of continuing investment In terminal and sub- 
terminal elevators has increased the potential demand for transportation. Ex- 
pansion and Improvement of our own plant and equipment has kept pace witli the 
growth of export demand and larger crops. 

GTA and its affiliates have committed the needed resources, financial and man- 
agerial, and for the future stand ready to buiid more new subterminals, etc. any 
wliere in our states that a requirement for them appears. Funds for this purpose 
are already available from a number of sources. Where and when tliere Is trans- 
portation enough to move our grain, we will respond appropriately with more such 
construction, although on past experience this atone has not sufficed to solve the 
critical, persisting shortages of cars, trucks, locomotives, and the other adjuncts 
of an efficient transportation network. GTA haa moreover assumed very large 
monetary obligations to lease hundreds of rail cars. 

In sum. In our opinion although S. 261 very generously recognizes the disturbing 
and most difficult crisis centering around the lack of transportation in the stntes 
where we operate, we do respectfully insist there is no brief for additional financ- 
ing by government where so much has l>een done and will be accomplished in 
future within the demonstrated ability of these cooperatives to provide their 
own financing. Thank you very much for the consideration of our severe transpor- 
tation problem and for your patience In listening to these remarks. 



My name Is Thomas Feldmann. I am Marketing Manager for West Central 
Co-operative, with elevators at Ralston, Jefferson, and Boone, Iowa. All of these 
stations are along US Highway 30 and the Chicago and North Western mainline. 
Boone is approximately 45 miles east of Ralston, and Jefferson Is approximately 
18 miles east of Ralston. Our company is a farmer owned co-operative with 
approximately 3300 producer members. 

We expect to handle approximately 20 million bushels of grain, primarily com 
and soybeans, this crop year. Our shipments are approximately 90 percent by 
rail. We ship in 75 car unit trains principally tn the Gulf export market. 

Our trade territory Includes an area from 60 miles west of Ralston, our western- 
most station, to 15 miles east of Boone, onr eastern-most station, and 20 to 40 
miles north and south of onr stationa. 
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We started sbippli^ In 60 car units In 1971 and began using the 75 car units in 
19T2. In 19T1, we bandied six million busbels. Since September 1, 1978, througli 
Marcb 31, 1979, we bave bandied nearly 15 million bushels. Our bids to our 
farmer members are always at or near the top of the range ol the bids published 
by the Iowa Crop and Livestock Reporting Board each day. The dividends on 
grain sold to the co-operative has averaged 5^ per bushel for the last seven years. 

In our opinion, the basic reasoning behind this bill S. 261 is to secure for pro- 
ducers the best possible price for their grain. To do this, every economic efficiency 
should be used. Hail tranaporatton has an inherent ecouomlc advantage in mov- 
ing large quantities over long distances. The railroad cannot efficientl; compete 
with trncks on short, under lOO miles, and small, under 1000 tons, shipments. 

Wbile rail transportation is fuel efficient on large, long movements, it is waste- 
ful on short, small movements such as many branch lines provide. No government 
rnle or induetry desire can make light density branch rail lines profitable. To 
continue to be operated they must be subsidized, either by the profitable segments 
operated by the same company, as is now the case, or by the government. If 
railroads were allowed to charge rates high enough to cover their costs of operat- 
ing and maintaining branch lines, shippers would not pay these rates. They could 
truck to subterminals more economically. 

It is our feeling that until railroads are allowed to abandon these unprofitable 
branch lines or charge enough to cover their costs on these branch lines we 
cannot have a healthy, profitable rail system in the Mid West. 

With this in mind, the construction of subterminal elevators capable of loading 
large quantities at one time at well planned locations will enable the transpor- 
tation cost savings to be returned to producers in the form of higher prices for 
their grain and still allow the railroads to operate profltably. Most Mid West 
railroads will agree that their most profitable grain business la unit tralas. 

However, these cost savings can be diluted If too many such facilities are bnllt. 
The cost of building these facilities must be subtracted from the transportation 
cost savings, and duplication in an area or spacing too closely will Increase the 
amount subtracted. 

Iowa bas achieved a tremendous benefit from the subterminal system bnllt over 
the last seven years, but the savings would be greater and rail transportation 
more reliable if the planning done by Dr. Baumri of Iowa State University had 
been more closely followed. There have been too many subterminals built In 
Iowa, and farmers have to bear the cost. 

We recognize that nothing is ever perfect, especially In economics, but It seems 
to us tbat a long range plan Identifying tbe truly viable rail lines and the needed 
BubtermiDal elevators located on these lines can save producers many wasted 
dollars and increase the prices they receive for their grain. For that reason, we 
believe this bill would be a definite benefit for farmers. 

o 
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